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ECONOMIC BRIEF WITH RESPECT TO THE 
PROPOSED MARKETING AGREEMENT AND PROPOSED ORDER 
FOR THE CINCINNATI, OHIO, MARKETING AREA 


Introduction 


In accordance with the policy of Congress, as stated in the Agri- 
cultural Marketing Agreement Act of 1937, the proposed marketing agreement 
and proposed order for the Cincinnati, Ohio, marketing area is intended to 
maintain returns to producers supplying milk to the area at a level which 
will give them a purchasing power equivalent to that which they had from 
August 1919 - July 1929. This objective can be attained through the main-_ 
tenance of efficient and stabilized markcting conditions in the channels of 
interstate commerce as provided for in the provisions of the proposed mar- 
keting agreement and proposed order. The principal methods by which it is 
proposed to accomplish this purpose arc: ~ 


1. Tho classification of milk according to use; 


2. The fixing of minimum prices for Class I and Class II milk and 
the fixing by formula of the price for Class III milk; 


3. Making available to all participants the facts respecting the 
total usage in each class, as well as certifying to the accur- 
acy of the indivudual nandler's weights, tests, and reports as 
to the usage, on the basis of which the total payments for such 
handler's Class I, II,. and III milk are calculated; 


4, Providing an equitable apportionment of the proceeds of milk 
to all producers by the pooling of all proceeds of sales of 
milk to all handlers, excepting those of a handler who dis- 
tributes milk of his ow production and of a handler who is 
wholly owned by a cooperative association, and the payment 
to producers according to a market pool and a rating plan. 


The following pages set forth in detail some economic considerations 
with respect to the proposed marketing agreement and proposed order. 


Part A of this brief sets forth factual data with respect to the 
market, including (1) the general economic conditions of milk producers, 
(2) the character of the commerce in milk in the marketing area, and (3) 
the available supply, demand, and price information with respect to the 
marketing areas Part B presents the cconomic basis of the various oper- 
ating and administrative provisions of the proposod marketing agreement 
and proposed order. 


Economic Conditions with Respect to Milk Producers 

The acute economic emergency which obtained in 1933 was in large 
part the consequence of a severe and increasing disparity between the prices 
of agricultural nnd other commodities. The purchasing power of farmers for 
industrial commoditics during that year and the other depression years was 0 
largely destroyed by this marked disparity. Such conditions which affect 
the purchasing power of farmers are in part .caused by and in part.are ac- | 
companied by a disruption of orderly marketing of agricultural commodities — ; 
in’ the channels of interstate commerce. es es 


Cash income from farm production in the United States in 1932 was _ 
less than 50 percent of the 1929 income. Such a severe economic emergency © 
existed that producers of agricultural commodities in many places made re-. 
quests for Federal regulation of the marketing of such commodities to bring 
about more orderiy and stabilized marketing conditions. | Under licenses, 
marketing agreements and orders, the Federal Government has regulated much 
of the intorstate commerce of milk and other agricultural commodities. 

Since 1933 the Federal Government has participated in the regulation of 
milk prices and milk marketing practices in 52 markets throughout the United 
States. : 


The inevitability of marketing. problems relative to interstate 
commerce in milk becomes obvious when the importance of milk production as 
an agricultural enterprise is considered. In 1929. over 1.8 billion dollars, 
or 18 percent of all cash income arising from farm products sold in the 
United States was supplied from the sale of dairy products;.in 1932, 22.6 
percent was supplicd from this source; and in 1935, 17.9 percent of the 
cash income from sales of all agricultural products was supplied from the 
sale of dairy products.2/ —e 


At the present time the genernl. disparity between the prices of 
farm commodities ond the prices of other commodities that obtained in 1933 
does not prevail to.the same extent. However, contiming and constantly 
recurring disparities caused by disruptions of orderly marketing do cxist 
in the marketing of fluid milk, and it is. to prevent such disruptions that 
the marketing program is proposed. | 


An economic emergency with respect to milk producers similar to 

that which obtained in the United States as a whole prevailed in Ohio, 
Kentucky, and Indiana, the States in which the supply of milk for the Cin- 
cinnati marketing area is produced. The prices. received by farmers in 
these States from 1929 to 9 ae/ f or milk sold wholesale declined markedly.3/ eo) 

1/ Sce table 1, appendix B. 

2/ It can be soon in figure 4 (page 28) that the prices paid for milk 
in these three States in 1929 were not abnormally high. 

3/ See table 2, appendix B. 


he ns 


In 1933 the average form price of milk sold wholdsale in ‘Ohio was 54.0 

percent lower, in Kentucky yas 52.3 percent Lover, and. in Indiana was 43 .Q- 

percent ‘lower than in 1929.° While prices received by farmers for milk | 

sold at wholesale in these States declined. markedly, the prices paid by): 

farmers for commodities bought declined to a much less-,extent. The indcx..° 

of such prices declined from 95.5 (1919-1929 = 100) in 1929 to 68.0 in 

ioe ee GeGLine ot only 28.8 percent.4/ Thus there was a sharp decline 

in the purchasing power of milk. ~~ : ne Me Ke bagal, 0 IM? EBS 
; From 1929 to 1933 there wag also a-marked decline in the gross in- 

come from milk produced on farms2/ and the’cash income from dairy products: | 

sola in the three States which supply the milk sold in the Cincinnati 

marketing arcae In 1929 the gross income from milk produced on farms was 

€102,101,000, $68,110,000, and $44,072,000 in the States of Ohio, Indiana,’ 

and Kentucky, respectively. In 1933 the gross income from milk produced 

on farms was 48.4, 46.8, and 48.0 percent below comparable foes chal 

1929 in the States of Ohio, Indiana, and Kentucky, respectively = 


Gash income from dairy products sold from forms?/ during the same 
year showed declines from 1929 of 49.8 percent in Ohio, 48-8 percent in 
Indiana, and 52.0 percent in Kentucky .& 


Thus, it is demonstrated that, in the three States which supply milk 
to the Cincinnati marketing area, during the period 1929 to 1933 there was 
a marked decline in (1) the prices received by producers for milk sold 
wholesale, (2) the purchasing power of such milk, (3) the gross income from 
milk produced on farms, and (4) the cash income from dairy products sold 
from farms. 


The condition of milk producers in the States which supply milk to 
Cincinnati improved somewhat in 1934, 1935, and 1936. But in 19352/ gross 
income from milk produced on farms in Ohio, Indiana, and Kentucky was still 
25.6, 31.0, and 30.2 percent, respectively, below the 1929 level. The farm 
prices of milk sold wholesale in Ohio, Indiana, and Kentucky averaged only 
$1.94, $1.90, and $1.95, respectively, which are $.585, $.64, and $.69, 
respectively, below those received in 1929. Thus, the dairy farmers in 
this area have not been fully relieved,and the institution of a Federal 
program is necessary. 


i Le ey crores or io ae 


4/ Sec table 2, appendix B. 

5/ Calculated by multiplying the estimated quantity of milk produced, 
less milk fed to calves, by the average valuc per 100 pounds. It included 
the valuc of milk, cream, and butter consumed in the household on the farm 
where produced. 

6/ Sce table 3, appendix B. 

at Computed by adding together estimates of receipts from sales of 
milk, cream, butterfat, and putter. he income from sales of dairy cattle 
and calves is not included. 

g/ Sce table 4, appendix B. 

9/ Latest year for which figures on income are available. 
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As in the United States as a whole, milk production as an agricul-_ 
tural enterprise in Ohio, Indiana, and Kentucky | is, of great importance. 
some indication of this importance. is given in table: oe; appendix B, which 


shows the percentag e of total cash income {ei agrigilture: which is “derived ie 


from the dairy enterprise. 


tye Ohio the Hailed of «dairy products amounted to é56? 475, 000 ;*or 24.9 
percent of the farmers! cash income in 1929, $42,569,000, or 2%, rh ‘percent 
in 1932, and $61,921,000, or 21.2 percent in 1935. Trae ee the “gales of. 
dairy products amounted. a $57, 756,000,or 19.2 percent of the farmers! cash 
income in 1929, $30, 200 ,000, or poe 5 percent in 1932, and’ $37, 756; 000; or 


16.0 percent in ale ar in wontucley the sales of dairy products smounroe: to 
$25,534,000 or 14.9 percent of the farmers! cash income in-1929,- $212, 378, pet 


or 16.8 percent in’ 1932, and $15, 578 ,000 or 13.6 percent in 19353: 


— 


Tada) 


“Character of the Commerce in Mile in 
the Cincinnati, Ohio, Marketing Brea 


The Cincinnati marketing area, situated on the boundary lines which =» 
separate the States of Ohio, Kentucky, and Indiana, has, as would be & Ae 
expected, much interestate commerce in the fluid milk industry. Milk igs ™ 
shipped to the marketing area from the three States of Ohio, Kentticky’; and --* 
Indiana, and handlers operating in the area sell milk in both Ohio and 
Kentucky. In addition, some handlers handling milk which does not cross 
State lines mix such milk with milk which has crossed State lines. 


More than 219,000,000 pounds of milk were shipped to the Cincinnati 
marketing area during the year ended June 30, 1937. "The Cincinnati Sales 
area receives milk and cream from 29 counties in Ohio, Indiana, and 
Kentucky. About 50 percent comes from producers in Ohio, and approximately 
25 percent from Indiana and Kentucky, respectively, "10/ invJune, L937; 
the latest month for which the information is available, the proportions 
of the supply received from the various States was slightly different from 
those indicated above, 13, 284,960 pounds or 62.0 percent coming from Ohio, 
2,763,734 pounds or 12.9 percent being supplied by producers in Indiana, 
and 5,390,328 pounds or 25.1 percent coming from Kentucky producers. The 
total quantity of milk received at the marketing area during June, 1937, 
was 21,439,022 pounds. 


The handlers operating in the marketing area vary markedly as to 
the sources of their milk. Thirty-four handlers located in Ohio received 
in June, 1937, 5,497,033 pounds of milk from 1,158 producers in Ohio. 
Twelve Ohio handlers received in the same month, 3,027,188 pounds of milk 
from 715 Ohio producers and 928,598 pounds of milk from 214 Indiana pro- 
ducers. One Ohio handler received milk only from Kentucky producers.1l 
Eight handlers located in Ohio received in June 4,760,739 pounds of milk 
from 1,085 Ohio producers, 3,037,508 pounds from 805 Kentucky producers, 
and 1,835,136 pounds of milk from 428 Indiana producers. ; 


Although the Cincinnati milkshed covers a much wider area, the major- 
aty of the milk supplies are furnished by the counties of Butler, Brown, 
Clermont, Clinton, Hamilton, Highland, Preble, and Warren in Ohio; Dearoorn 
Franklin, Ohio, Ripley, Switzerland, and Union in Indiana; and Boone, 
Campbell, Kenton, end Pendleton in Kentucky. All of the fluid cream used 
as sweet cream is produced by regularly inspected producers within, the 
supply area. 


As stated above, some handlers recularly purchase milk from producers 


ee 


10/ Report of the Federal Trade Commission on the Distribution and 


Sale of Milk and Milk Products, House Document No. 5Ol, ~Ath Congress, ed 


Session, pp. 58-59. 
11/ Quantity omitted in order not to disclose confidential information. 


ree 


whose farns are located in Indiana, 


or Kentucky, or both, as well as from 
producers in Ohio. 


These handlers actually mix milk purchased in Ohio with 
milk which has crossed State lines. The. purchases ‘of. ‘such handlers from 
producers located in States other raan Ohio amountéd in June 1937 to 27 
percent of all milk purchased by handlers in the market. In June 1937 ap- 
proximately 74 percent of the. milk purchased. by handlers in the narket: 


crossed State lines on its way to market or was physically mixed wee oS 
which had crossed Bheee lines.. 
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supply Conditions ih the Ares Supplying’ Milk to ae 
is the’ Cincinnati, Ohio, Marketing Area: cs as.tfsfoe, Sane 


A. Importance of ‘thedaity enterprise Si nag eee ade ole 


The foregoing section’ indicates’ the ‘interstate nature of the GUM: ie: 


merce in fluid milk and ‘cream which is ultimately delivered for ‘consump—.. 


tion in the Cincinnati Marketing Area.’ The supplies of milk for Cincinnati. 
are drawn from various counties. in the three States of Qhio, Indiana, ‘and... 


Kentucky. Regular producers who supply milk to this market are located) 
principally in the following counties: Butler, Brown, Clermont, Clintor, 
Hamilton, Highland, Preble, and Warren, in Ohio; Dearborn, Franklin, Ohio, 
Ripley, Switzerland, and Union, in Indiana; and Boone, Campbell, Kenton, 


and ‘Pendleton, in Kentucky. (See figure Keg Ugome producers. are as far... 


as 100 miles from the market, but the majority are within a radius .of .50, 
miles of Cincinnati." 12/80 .-8 on ae kek eae ie a 


The institution of a marketing agreement. and order regulating the 
handling of milk in the Cincinnati marketing area will affect a region 
which is an importent milk-producing area. Table 5 of appendix B shows 
the various type-of-farming areas which are found in the Cincinnati 
milkshed, and indicates the importance of specialized dairy farming 
among the total of all farm enterprises in the supply area. In type 
area 356, the dairy-tobacco-general-part-—time farming area; which includes 
the marketing area and many farms adjacent to the market, approximately 
28 percent of the farm income comes from dairying. .The entire region in 
which the milk supply of Cincinnati is produced is one of diversified 
farming, in which dairying is an important source of income. 


Good indicators of the importance of the dairy enterprise to the 
area about Cincinnati are: (1) the use-of ‘land;-(2) size of farms; (3) 
character of the dairy herds; and (4). production and disposition of milk. 


Tm Use oL land. - 


The census of agriculture for 1930 shows that in the counties 
surrounding the Cincinnati market approximately 87-92 percent of the 
land was in farms in 1929. . Corresponding figures for 1934 show that 
the land in farms in this area had increased slightly (89-93 percent) 
in the five-year period 1929-1934. Of the land in farms in’ 1929 :in-spe- 
cified Ohio counties contained .in the Cincinnati supply area 34.6 percent 
was devoted to pasture, 20.9 percent to corn, 3.1 percent to threshed 
oats, and 8.0 percent to hay. | : 


These figures were not ‘changed. materially in 1934, except for the 
increase in the proportion of land devoted to pasture, which increased 


ern at ee ee me 


12/ Report of the Federal Trade Commission on the Distribution and 
Sale of Milk and Milk Products, House Document No. 501, 74th Congress, ed 
Session, p. 59. 


t on 


Bay a ee 


from 34.6 to 43.6 percent, and a decrease from 3.1 to 0.6 percent in the 
emount of land devoted to threshed oats. Of the land in farms in 1929 in 
Indiana counties of the milkshed, pasture madé up 41.8 percent, corn 

14.3 percent, threshed oats 1.3 percent, and hay 12.2 percent. In 1934 
there was a slight increase in the percentages, of land devoted to pasture 
and corn and slight decreases in the percentages of land devoted'to 
threshed oats and hay. it. appears that the proportion of land devoted 

to pasture in the Kentucky counties of the supply area is considerably = 
higher than in the counties already considered, the percentage of lend --°~ 
devoted to pasture in such Kentucky counties being 62.0 percent of ‘all ~~ 
land in farms in 1929. Ares, IE is) Fite ins. OE >, 


Corn is a less important crop in these counties than'in the supply © 
erea counties of Ohio and Indiana, taking only 8.7 percent of the land in 
farms in 1929, and only 0.5 percent of the land in farms in these Kentucky 
counties was devoted to threshed oats in 1929. The percentage of land~ 
devoted to hay in 1929 was 12.0 in the same counties. In 1934 there were | — 
slight increases in the percentages of land devoted to pasture and corn; © 
and small decreases in the Pence nteee of land devoted to threshed Oats 
and hay in these Kentucky counties .13/ i PSA yl saat ae 


2. Size of farms 


The average size of all farms in the Ohio counties of the milkshed’ ” 
is 94.9. acres, while the average for Ohio as a whole ig 98.1 acres, ahaa = 
largest farms in the supply area are found on the Indiana side, thé aver- . 
age farm there being 104.7 acres. Farms throughout the State of Indiana 
everage 108.4 acres. “The average size of farms in the Kentucky counties 
of the milkshed average only 74.8 acres, and the average farm throughout - 


the State of Kentucky is 80.8 acres. 


The average size of dairy farms in the Ohio counties of the milk- 
shed is 95.0 acres, while the average size of this type of farm through- 
out the State of Ohio is 106 acres. Dairy farms on the Indiana side of 
the supply area are slightly larger than the general run of dairy farms in 
the entire State of Indiana, and are considerably larger than dairy farms 
in the other parts of the particular milkshed. The average size of Indiana 
dairy farms in the supply area is 110 acres, while dairy farms throughout 
Indiana average 109 acres. In Kentucky counties of the milkshed the dairy 
farms average 96 acres, while throughout Kentucky the average dairy type 
farm contains 114 acres. There seems to be little relationship between 
the size of dairy farms and their distance from the marketing area, 


3. Character of the dairy herds — 


In table 7 of eppendix B-it.is shown that the average size of 
13/ See table 6, appendix B. 


ee-petd 


milk cow herds on farms bdnde has sine’ cows in the Sip ty area was, in 
1929, approximately 4.6 ‘cows: On dairy type farms “in the milkshed the 
average size of herds’ was 8.3 cows. The largest herds “on dairy farms 
are found in Hamilton County, Chio, and ‘Boone County; Kentucky, where 


the herds average 10.6 ‘and 9.6 cows; in gach county, ° respectively. ‘These 


counties are’close to the marketing area: Herds on dairy farms on the 


Indiana side of the supply area appear generally smaller than in’ ‘other °) + 


parts of the milkshed, containing only 7.9 cows per Vax chate lah Galea Le Pov ae els) 
smallest herds, however, are found in Brown and Clermont Counties, Ohio, 
where the herds average 6.8 and 7.3 cows in each county, respectively. 
Milk cows are approximately 51.5 percent of ‘all ‘cattle “in the supply ~ 
area. The highest percentages of milk cows to all cattle ‘are found in 


Hemilton County, OHio; and Kenton County,: Kentucky, Sg pereonte 


ages are 64.1 and 60.4 in e6ch eae FASTA BSNS se 


Milk peace: varies “conetderebly among the endurice surround- 
ing Cincinnati. Hamilton County,’ Ohio; which contains: the’ market ing if 
area, had the highest production per cow on all farms, and on those of 
the dairy type in 1929 the annual production was 5,571,'5 pounds and 
6,325.2 pounds per cow on such farms, “respectively. Thé Kentucky coun- ° 
ties of the supply area have'a comparatively small’ production per cow, 
the average ;j:roduction being 4, ie 7 ‘pounds: per cow ‘in 1920. 14 


4. Production and dis sposition of milk in:the einecnnaes ‘supply area 
a. Production 


There is a marked variation in the Antensity of milk production 
among the various parts of the supply area. “In the’ regions Inia Ko ke ta oh 
State boundaries average milk production per square mile varied in 1929 
from 45,080 pounds in Kentucky ‘counties of the milkshed to 95,862 pounds” 
in the Ohio counties of the supply area. In the remaining counties, — 
lying in Indiana, the average production per square mile in 1929 was 
5,111.3 pounds. Although the intensity of milk production does not 
decrease in direct relation to the distance from the market, there is 4 
tendency for farms nearer the marketing area to Prone more intensely 
than do those in the outer parts of the supply area. Ohio County, | 
Indiana, was the most intensive milk- el) county tele a produc— 
tion of 156, 497 aS per equate mile.+ 


The totel milk produced ‘in the counties in which the Cincinnati 
supply origina BuCr ee in (1929, _ spproximately 603 million pounds. 16/ 


14/ See table 8, appendix By 
15/ See table 8, appendix B. 
16/. i. ieee PON aAGa en 
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There is little difference in the nature of farming puncte on 
general farms close to: the Bare Nae area and.that. carried on by farm 
ers who live at greater distances, General. farming,. part-time ee 
livestock, tobacco, and. cash- -erein ‘farming, | as. well. a8. Aairying,. BLS Ls 
characteristic..of.;farm practice. both. near . ‘the marketing area, and ate 
more distant points..-There ig no. particular group of. farmers in this abet 
area that has any epprecieble. competitive . advantage | geogrephieslily pre sit 
other farmers .. 7 my es ‘ei 


e Disposition of: the Ge aaigon oe ee ae rae htaas 


of ee 308 Potton pounds Ors ae produced. yearly on. farms in 0 
the supply area, nearly 33: percent is produced on. aairy farms. More es 
than 141 million:pounds, or over 23 percent of the whole milk. so Peasy hex 
sold from dairy type farms... The fluid milk sold from all farms. in the oe 
supply area is 41 ira of all milk produced in the area. 


Of the» fluid. aie ‘sold in ae ohio: pouneiee of the Shave area,. 
more than. 83: million pounds,:or 52 percent,, is sold from dairy type r 
farms. Of the 162 million pounds: ef milk produced in the Indiana coun- 
ties of the ‘supply area,. about 40 million pounds, or 25 percent, is sold. 
as whole milk,and 51 percent of such:whole milk sold is sold from dairy 
farms. On vhe Kentucky side of the milkshed 49 million pounds or 40 
percent of the total production is sold as whole milk. Over 66 percent 
of all milk sold as: fluid milk in these Kentucky counties is sold from. 
dairy farms. 


The percent of whole milk sold from all farms on the Ohio side of 
the supply area averages 46.9,-while the corresponding percentage for 
Ohio averages. 50.0. On dairy type farms throughout the State of Ohio 
the whole milk sold is 83.0 percent of. the total milk produced on such — 
farms, while in that part, of the supply area which dies in Ohio this . 
Percent Tse60e0e.- wee | 


In Indiana SEER aaa es mille. to Cincinnati, ove ‘percent ‘of. 
whole milk gold from all farms averages 25. 0, while the. whole milk sold % 
from all,farms throughout the State of Indiana averages. 43.0. On the. , 
dairy type farms throughout Indiana the whole milk sold fron farms. 1S sly ones 
75.7 percent, while in-the- Indiana. section of. the supply area this per-... 
centage is only 47.9. In Kentucky as a. whole. the corresponding per- lia 
centage of whole milk sold from all farms is 18.5, but in the Kentucky — 
counties of the milkshed. the percentage is 51.3,. On the dairy type 
farms throughout Kentucky, 67.9 percent of the total production. is sold, 
es whole milk, but in the Kentucky section of the supply area, dairy | or 
farms dispose of 78.6 of their production in this manner. 


The quantity of milk sold as farm putter. fron the Fine) ano 
supply area anounts to approximately 3.1 percent of the total milk. pro- 
duced. The amount of milk sold as cream is less than one percent of 


oa = 


the totel supply in the area. ‘The petcent of the total production sold 
as butterfat in the area appears to vary markedly as among the States 
supplying milk to Cincimati. In Ohio counties of the milkshed the per- 
cent of total production sold as butterfat from ell farms was,.in, 1929, 
30.1, and from dairy type farms was 9.4; for Indiana counties of the 
supply area the percentages were 51.2 for all farms, and 40.1. for’ dairy 
farms; and for Kentucky counties the similar percentages were 25.5. ‘for 
all farms, and 9.1 for dairy type farms. The percentages of total pro- 
ductioh used on farms are 19.0 for the Ohio section of the milkshed, 
22.4 for Indiana counties in the supply erea, and 18.2 for those counties 
of Kentucky supplying milk to Cincinnati, L7/ °° 0 “eo 


B. Sanitation requirements for milkls/ 


The work of dairy inspection in Cincinnati and the producing area 
is in charge of the chief food inspector of the Cincinnati Department: of 
Health. ach producer must have a permit in order to sell milk in the 
Cincinnati market. In order to get this permit certain sanitary require- 
ments must be met. An inspection record is kept for each producer on 
which is recorded the inspector's scoring and any recommendations he may _ 
meke. The department, it is reported, does not hesitate to cut off any ~~ 
producer who does not meet the sanitary requirements. The United States 
standard ordinance is followed in practically every respect. The Health 
Department is bringing producers up'to this standard:as rapidly as possible. 


In addition to the field work with the producers, the milk in- 
spectors must inspect 55 pasteurizing plants. Twenty-six of these are 
outside the city limits, but all are within a radius of 20 miles from 
Cincinnati. There are also 70 ice cream plants and 15 butter-making 
plants under the Health Department's jurisdiction. 


No raw milk is permitted to be sold in Cincinnati. This has been: 
true for seven years. The ice cream ordinance requires that milk for 
ice cream use must meet the seme standards as for fluid milk purposes. 
This differs from the practice in many communities where uninspected 
cream may be used in making ice cream. Inferior cream cannot be used 
either for meking fluid creem, butter, or other dairy products. 


The sanitation regulations with respect to milk and its products 
sold in other cities and towns included in the proposed marketing area 
are essentially the same as those already described for the city of 
Gincinnati. Local health regulations closely follow the United States 
standard milk ordinance. 


17/ See table 9, appendix B. . 
18/ Adopted in part from Réport of the Federal Trade Commission on 
the Distribution and Sale of Milk and Milk Products, House Document No. 


501, 74th Congress, 2d Session, p. 61. 


ali pe. 
C. Current supply factors in the Cincinnati market | 


_ The average :price {of feedstuffs in October 1937 was 3,7 percent va 
above the average price in October 1935. The corresponding index number _ 
for 1956 indicates that in October 1936 the average price of feedstuffs — 
was 27.7 percent above the level of October 1937. Thus wholesale and | 
retail feed prices at Cincinnati have shown a marked decrease over those | 
prevailing last year, but are slightly higher than the 1935 level. (S60 _.. 
table 1.) oe | is a dia Diodha.s. me. 


Prices received by farmers for corn and alfalfa hay in Ohio and _ 
Indiana, the two States from which the greater part of the Cincinnati 
milk supply originates, were lower in October 1937 than they were during 
the same month in 1936. October prices of corn were 41.% percent lower 
in Ohio, and 49.8 percent lower in Indiana, this year, .than in October 
1936. Alfalfa hay prices in October this year were 20.3 percent lower _ 
in Ohio and 18.5 percent lower in Indiana than they were in October 1936. 
(See table 3.) Mie: E 


Beef cattle and hog prices have shown marked increasés over those 
obtaining in 1936. The prices of beef cattle obtaining in Ohio and 
Indiana in October were 21.0 percent and 32.3 percent in each State, . 
respectively, above the October 1936 prices, Hog prices have not shown 
increases as marked as those of beef cattle, but in Ohio and Indiana, 
respectively, were, in October 1937, 8.1 percent and 7.1 percent above 
the hog prices which obtained in October 1936. (See table 3.) 


The relationship of corn, alfalfa hay, beef cattle, hog, and 
butterfat prices in Ohio are set forth in figures 1 and 2. _Prices re- 
ceived by farmers for alfalfa hay after hav ing increased considerably 
in 1934, declined sharply in the spring and summer months of 1935. — 
Butterfat prices became, in the fall of 1935, favorable to corn and 
hay prices. However, the price of butterfat in Ohio became unfavorable | 
relative to corn end hay prices in the spring and summer of 1936. A. 
wide disparity continued to exist between hay and butterfat prices 
until August 1937, when butterfat prices once more became favorable 
relative to hay prices. Butterfat prices, however, have only recently 
become favorable relative to corn prices. (See figure 1.) ‘The harvest- 
ing of the new corn crop resulted in a marked decrease in the price of 


corn in Cctober. 

Hog and beef cattle prices in Ohio have been high relative to 
butterfat prices in Ohio since Februery 1935, Although the disparities 
between the hog and beef cattle and butterfat price series have fluctuated 
considerably since February 1935, butterfat prices have remained in a 
very unfavorable position relative to the other prices. Since April 1937 
the tendency has been for the disparity between hog and beef cattle .. 
prices and butterfat prices to widen considerably, meking butterfat * 
prices since April of this year much less fevorable relative to hog and 
beef cattle prices than they were during a corresponding period in 1936. 
(See figure 2.) 
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D. Seasonal variation in deliveries 


Deliveries of members of cooperatives affiliated with the Cin- 
cirnati Sales Association in 1935 were lowest in December, when they 
averaged only 63.7 percent of the yearly average, and highest in May 
when they averaged 146.2 percent of the average deliveries for the year. 
Seasonal variation in the deliveries of the seme producers in 1936 was 
not as marked, deliveries in January being 84.8 percent of the yearly 
average and deliveries in May being 123.2 percent of the yearly average. 
Thus, there was for such group a range in 1935 of 82.5 percent of the 
average, and in 1936 a range_of 38.4 percent ‘of the average, from the 
“low. month to the high month. 22 Class I and Class II milk in the narket 

does not vary markedly: from season to season, so that there is at times, 
as in December and January, only a small amount of surplus milk,. while 
at other times, as in May, there is considerably more than is: needed, 
for fluid milk and cream. Similar variations in deliveries are cherac- 
teristic of the members of the Cooperative Pure Milk Association. for 
exemple, during 1936, the seasonal variation in deliveries forstars 
group of producers varied from 86.1 percent of the yearly average in 
December to 122.8 percent of the average of the year in May, or a range 


in variation of 36.7 percent of the yearly average from the. low month 
to the high month. BRAM ©: ; ae 


E. Channels through which milk moves ‘to narket 
1. Transportation 


Practically the entire supply of milk for the Cincinnati market 
is produced within a radius of fifty miles from Gincinnati. "The milk 
is trucked to the pasteurizing plants located either within the city 
limits or near the city. Country receiving stations were used until 
truck transportation became ‘feasible. The hauling charges are about 
35 cents per hundredweight for base midi sends 1/2 cents per hundredweight 
for surplus milk. While the haulers receive their pay from distributors, 
the distributors deduct the hauling charges from the amount due the pro- 
ducers . 122 Probably less than five percent of. the milk delivered to 
the market is hauled by producers themselves. 


The average length of truck routes is 70-75 miles per round trip. 
Rates for hauling are chiefly influenced by distance from market and ac- 
cessibility to a main highway. They range from 25 to 45 cents per hun- 
dredweight. 


— 


19/ See table 10, appendix B. 

20/ Report of the Federal Trade Commission on the Distribution and 
Sale of Milk and Milk Products, House Document No. 501, 74th Congress, 
2d Session, p. 59. 


eae 


There is no "stub" hauling to country plants,: There -is also very 
little "stub! hauling to collection points, except at the end of certain 
routes where producers are scattered and are some distance off a good 
road, which can only bé' traveled by. a small. truck.’ In such instances 
the hauler sometimes has an auxiliary truck which picks up milk in out- 
of-way places, the charge for a AGAe 1s: reeems into consideration in the 
regular hauling charge .: “i 


F. Marketing oheen ination 


1. Producers! organizations. 
There are at present three cooperative. groups marketing: milk and 
milk products in the Cincinnati marketing area. .One is the cooper hate 
Pure Milk Association, with its owned subsidiary distribution units. 

The second is the K. I. 0. Milk Producers! Association; the third, the 
Milk Producers! Union. © In addition, there is a small group of independ- 
ent producers, a large cor tibh» of ‘whom- sell. their milk through the Cin- 
cinnati Sales Association, which eee acts as sales agent for the K..I. 0. 
and the Milk Producers’ Union. 


The Cooperative Pure Milk Association is the largest cooperative 
in the Cincinnati area. As stated previously, it carries through the 
process of milk distribution from producer to consumer in addition to 
its performance of such regular cooperative services as check-testing, 
transportation supervision, merchandising, etc. 


‘The milk handled by the Cooperative Pure Milk Association, plus 
thet handled through the Cincinnati S@les Association accounts for 
practically 90 percent of the entire market supply. 


e. Handlers in the Cincinnati; Ohio, marketing area 


There is an average of about 72 handlers and 50 producer—handlers 
in the Cincinnati market. It is estimated that only 1.8 percent (June 
1937) of the volume of milk handled in the market was handled by handlers 
who distribute milk of their own production. Practically the entire supply 
of milk is sold by farmers through cooperative associations of producers, 
of which the Cooperative Pure Milk Association receives and distributes 
epproximately 25 percent, and of which: the Cincinnati Sales Association 
sells 60 to 65 percent, including the milk of. many non-member producers. 
The small proportion of the total market sales which is handled by | 
handlers who distribute milk of their own production makes this type of 
handler only a minor competitive factor in the market. 


, 


eee tks 
IV 
Demand Conditions in the Cincinnati, Ohio, Marketing Area 
A. Business conditions - purchasing power of consumers 


Some of the factors influencing the purchasing power of con- 
suners and their ability to purchase milk in Cincinnati are here dis- 
cussed. 


Employment in all Ohio industries, as indicated by the index 
of such employment totals in Ohio, in April and May of this year reached 
the highest points since 1931. In April employment in Ohio was 55.5 per- 
cent and in May it was 37.4 percent above the LOSL toyolee! . Since the 
low point in employment during the depression, such totals have increased 
over 50 percent. The gain in employment in July, the latest month for 
which figures are available, over that of August 1936, when the Class tr 
milk price of $2.75 was established in the market, has been 9.1 percent. 
The Ohio indices of employment and payroll totals here included are be- 
lieved to be significant in reflecting employment and payrolls in Cin- 
cinnati due to the highly industrial nature of the Cincinnati area, 


Payroll totels in all industries in Ohio, as indicated by the 
index of such payroll totals, also show an upward swing since the de- 
pression low point in March 1933. In May of this year payroll totals 
were 74.8 percent above the November 1931 level, whereas in March 1933 
such payrolls were 41.6 percent below the November 1931 figure. Pay- 
rolls in July hed gained 19.2 percent since August 1936.22! 


The index of the cost of goods purchased by wage earners and 
low-selaried workers has increased somewhat since 1933 to offset, to 
a small extent, the increase in employment and payroll totals.23/ How- 
ever, the Ohio worker is ina much better economic condition now than 
he has been for several years. 


Business Tidton tive.) fon Cincinnati and its metropolitan area 
show a measurable improvement in recent months compared with similar 
months of 1936. Construction activity during the twelve months ended 
June 1937 showed a marked improvement over the twelve-month period 
ended June 1936. Total residential building permits increased 12.2 
percent and industrial and commercial building permits increased 22.8 
percent in number during the year ended June 1937 as compared with the 
year ended June 1936, The value of such residential permits increased 
Al.4 percent and the value of such industrial and commercial permits 
was up 2.9 percent. General business volume, measured by bank clear-— 
ings, has been cause for real satisfaction, the increase for the 


— 


21/ See table 11, appendix B. 

22/ See table 12, appendix B. 

23/ See table 13, appendix B. 

24/ As listed by the Cincinnati Chanber of Commerce in its current 
bulletins, Statistical Summary - Industrial, Commercial, Financial for 
Cincinnati, June 1, 1937 and Cincinnati Business in June 195’. 
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twelve months ended June 30, 1937 over the same period 2 yeer previous 
being 21 percent. Industrial employment maintained high levels through- 
out the first six months of 1937 at an average of 14 percent above the 
same months in 1936. Such employment for the year ended June 1937 was. 
11.7 percent above the year ended June 1936. The coincident improve- 
ment in bank clearings and employment suggests that a healthy balance 
between basic payroll and: general business volume is being approached. 
The production of steel, an important Cincinnati industry, has in- 
creased markedly. In May 1937 the rate of steel production fluctuated 
between 90 and 96 percent as compared with 70 to.80 percent a year 
earlier. Cincinnati department store wholesale and retail trade com- 
bined increased 14.0 percent from January through Mey 1937 compared 
with the similar period in 1936, wearing apparel gales increased 7.0 
percent, and furniture sales increased 4c¢.1 percent. in the same five- 
month period compared with the similar five months of 1936, From 
January 2 to June 24, 1937 in Cincinnati debits to individual accounts 
showed a gain of 16.2 percent over the debits to individual accounts 
in the seme period in 1936,25/ | 


Similar improvement can be noted with respect to other sections 
of the urban territory which is a part of metropolitan Cincinnati. In 
Hamilton, Ohio, a city with a population of about 56,000, the total pay-— 
roll flow is reported as being approximately at the 1929 level. The 
number of families on relief there is also near the 1929 level. The 
trend of employment, with allowances for normal seasonal adjustments, 
is generally upwards, as follows: . 


June 1929 Aloe se Ae. persons 
June +1934 Woke " 

Me d.98D age 

USM TRS os La pecs " 


In Campbell County, Kentucky, which includes the urban area of 
Newport, employment and payroll levels are improved over recent years, 
according to the Chamber of Commerce in that county. 


Much of the area surrounding Cincinnati is devoted to varied 
farm enterprises, and the income of the marketing area is closely 
related to the income of the rural community surrounding ACY ista- 
mated farm income in the first five months of 1937 was ereater than 
in any similar period in seven years. The increase, according to the 
Department of Agriculture, was due to higher prices, for volume of — 
marketings was about 5 percent smaller than in 1936. The general 
level of farm prices in mid-June was about 17 percent higher than in 
June 1936. To June this year farm prices have avera ed close to 30 
percent above the five-year pre-war average yeehn Be 


Although marked improvement in business in Cincinnati, as illus- 
trated by the business indicators previously discussed, has taken place 
during the past yeer, the index of retail costs of food published by the 


ht te ee 
25/ Monthly Business Review, Federal Reserve Benk of: Cleveland, 
Ohio, June 19387. : 

26/ Ibid. 
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U. S. Bureau of Labor Statistics shows.in June 193” only a A0 Der= 
cent increase in retail food pelaggs over, the: corre: Be cea of 
LOS6: : 


B. The sales of milk ‘and crcam 


It is. impossible to give a quantitative picture .of the sales of 
fluid milk ‘and cream in the Cincinnati market wi thout. disclosing con- 
fidertial information. However,: it is possible to show the variation 
in such: sales ‘by indices of the Class I, I-A, and II sales of, the milk 
handled by the two producer SrOupe in the. market and the. peer of 
milk oe in: cach: class. : 


sin Sienteebisneot the indices of geal variation a Bea ‘cree iy, 
I-A, and II sales in the-Cincinnati market demonstrates that the ‘demand ° 
for milk used in.such classes docs not vary markedly. ees sales of 4 
milk in Cincinnati during 1936 varied berets a ATBNES. GE GOs percent ‘on? 
the averase for the year. 


In’ 19 35.Cleissislj-.I-A, and tismilk varied. in, March, from 82.0 per- 
cent. ofall. milk) sold -to.61.9 percent of all milk sold.in June. The 
total. amount of milk sold in these: higher classes during the year 1935 
amounted to 72.7 percent of all milk sold in.1985.° In 1936 Class fr, 
I-A, and II sales varied in February fron 79.63 percent of all milk sold 
to 63.5 percent of all milk sold in May. The totel quantity of milk 
sold in Class I, I-A, and II during 1936 represented 72.8 percent of 
all milk delivered during last year. ‘The proportion of Class I, I-A, 
and II milk sold has not changed appreciably during the period me 
present respective Class I, I- A, and Il prices of $2075, G2sib, ead 
$2.00 have been in effect. 2e/ 


C. Alternative outlets for dairy products produced in the Cincinnati, 
Ohio, supply area 


Prices applicable to milk sold in the Cincinnati. marketing area 
are determined to a significant degree by the alternative uses for milk 
offered by the availability of creameries and dairy manufacturing plants 
in the supply area. The price of milk not sold as Class I or Class II 
milk in the marketing area is particularly related to the prices paid 
by such alternative outlets. There are, as shown in figure 3, approx- 
imately 65 such creameries and dairy manufacturing plants within the area 
from which Cincinnati draws milk. 


I yy pg rp eg 


ea see table 10, appendix B,.. 
28/ See table 14, appendix B. 
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Vv 
Prices in the Cincinnati, Ohio, Marketing Area 


In this section is presented a geographical and historical pic- 
ture of price relationships in the Cincinnati milkshed. 


A. Farm price of milk sold wholesale. 


The average annual farm prices per hundredweight of milk sold 
wholesale in the States of Ohio, Indiana, and Kentucky for tne period 
1910-1936 are shown in figure 4.£2/ Sirce 1910 the farm prices of milk 
sold wholesale in Ohio and Indiana have generally been below the corres- 
ponding price in Kentucky. However, during the depression years 1932- 
1934 the Indiana farm price averaged approximately 7 cents per hundred- 
weight higher than the Kentucky price. During the 1910-1936 period 
farm prices reached a high point of $4.09 per hundredweight in 1920 in 
Kentucky; $3.38 per hundredweight in 1919 in Indiana; and $3.41 per 
hundredweight in 1920 in Ohio, but declined markedly during the depres- 
sion of 1921 to $2.90, $2.28, and $2.40 in Kentucky, Indiana, and Ohio, 
respectively. The farm prices of milk sold wholesale in these States 
from 1921 to 1929 never reached the level of the predepression period 
before 1921 and in 1929 wero only |. $2.64, $2.54, and $2.525 in Kentucky, 
Indiana, and Ohio, respectively. With the beginning of the depression 
in 1929 and 1930 these prices fell much farther and reached low points 
of $1.26 and $1.32 in Kentucky and Indiana, respectively, in 1933, and 
a low point of $1.13 in Ohio in 1932. Since the low points reached 
during the depression these prices have increased considerably, but 
even in 1936 the prices. in Kentucky, Indiana, and Ohio were only $1.95, 
$1.90, and $1.94 per hundredweight, such prices being much below the 
average price since 1924. 


B. Handlers! buying prices per hundredweight of 3.5 percent raw milk 
delivered f.o.b. the city. 


The prices paid for fluid milk of 3.5 percent butterfat test by 
dealers in the period 1919 - June 1937 are shown in table 15, appendix 
B. ‘These prices are not exactly comparable to the Class I prices, as 
Class I milk is defined in the proposed marketing agreement and pro- 
posed order. Distributors from 1919-1943 were paying producers on 
Various price plans, hence, these prices are based on reports of han- 
dlers as to the amount at which milk sold during the delivery period. 
Since October 1933 a classified price plan nearly as precise as the 
one provided for in the proposed marketing agreement and proposed 
order has been in use in the market. The base prices shown in table 16,app.B, 
however, include, at least in some periods, a small amount of milk 
that is now utilized in other classes. However, these prices are more 
comparable to the Class I price, as now defined, than are the farm prices 
of milk sold wholesale. These fluid milk prices were at their high point 
of $3.66 in 1919 and fell sharply to $2.42 in 1922, They made only a 
partial recovery during the twenties and in 1929 averaged only $2.68. 
They declined markedly again during the depression, reaching a low point 
of $1.60 in 1933. 


ee es 


29/ See also table 15, appendix B. 
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iy Glass to price.- 2 minimum Class I price of $1.95 per hundred- 
weight for 3.7 percent milk f.0.b. the handler's plant in the marketing 
area was set at the time the Milk Order of the Ohio Milk Marketing Com- 
Mission was made effective in October 1933. This price has been changed 
sevoral times in cognizance of (a) varying production costs as influenced 
by pasture conditions, (>) varying costs of commercial fecdstuffs, (c) 
higher prices of commodities purchased by farmers, (a) higher labor” 
costs, (c) the varying quantitics of surplus milk .on the market, and (f) 
the possibilities of shortage of milk at various times. (See table Ay) 
The classificd price plan has continued in effect for a large majority 
of the producers in the market since the Ohio Milk Marketing Commission 
mas abolished in June 1935. Prices paid for the various classes of milk 
have been those agreed upon by producers and handlers. 


In August 1936 because of high costs of feeds, other increased 
costs, and to drought conditions existent in the area, prices wore 
raised. 


Sup Olecs Li price, The data presented in table 4 with respect 
to the Class II price show the history or the price since 1933 when 
milk was first sold in this market on a classified price plan. from 
October 1933 to August 1934 the Class II price was $ .50 below the 
Class I price, but in August 1934 the spread increased to ClO ve ges S 
spread remained in effect until July 1935 when the present spread of 
$ .75 between the Class I-and Class II .prices was introduced. 


3, Class III price.- The Class III price for milk in the Cin- 
cinnati Marketing Arca should at all times be in line with the price 
paid by manufacturing plants in and near the supply areca. Creameries 
and cheese factorics constitute the most important alternative outlet 
for producers in the immediate vicinity of Cincinnati. 


Since October 1933 the Class III prices in Cincinnati have been 
determined by the pooling Committee of the Cincinnati Sales Association, 
the surplus milk available being offered to the highest bidder. These 
prices have been included in table 4. . 


The average price paid for 3.6 percent milk by condenserics in 
the supply area was $1.17 per hundredweight in 1934, $1.36 in 1935, $1.57 
in 1936, and $1.51 in the first eight months of this year.22/ The bid 
prices in Cincinnati averaged, on a 3:5 percent milk basis (assuming a 
4 cent butterfat differential), $1.016 per hundredweight in 1934, $1.185 
in 1935, $1.443 in 1936, and $1.41 during the first eight months of this 
yeare (See tables 4 and 5). It can be seen from these data that the 
bid price for milk in Cincinnati has been substantially lower than con- 
densery prices obtaining in the areca. 


G. Butterfat differential. 


the history of the butterfat differential is presented in table 
17, appendix B. It can be seen that this differential was as high as 
ey 
30/ Prices quoted are average condensery prices which prevailed 
in Section I, as defined by the Marketing Agreement and License for Evap- 
orated Milk Industry, made effective June 1, 1935. 
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Table nail fines prices i by. Hendliérs, per. Pal edapeient of 
ee percent milk eee ‘£6 Oe D's | -elty , October 1933- 
October 19347. . ts PAs J 


Year and [ WoRMnuClaes Toke 1 4 Olnss 1 ue aia 7 Class: iT pee "Class iil es 
Dollars ‘ Dollars ties Dollars . Dollars 
1933 : wpe aes Bee , 
Seroperenrie st MIST ay eae: hk Los Gibeeonn a ke 889 
Novembér ° : 2.95 ; sal 1.45, ee | 387ae 
December eCIMO 5 cN# rok Sigs gi und Wee Oe cule gee Cae 
1934 Ame i oe 
January “si 1.95 = A 1.45: Aidenly 
February in oe ~ i Tyee . 9398 
March sy beter Nis - pa sade ile 1.073 
April pain iee - 1.45 Lie 
May L058 ‘ - 4 1.45 ae 
June MASS wae) te uot oem: ie it 
July Koen. 9S - 1.45 uiyspla 
August Mihi aS Pee uleys€ 1.65 Read ah 
September od MAGS+ul fuel ts heey elsonal oe bret 
October m2.35 bie (ar@O 165 cela 
November ! 2.35 i dee Ness Wey 
December Lib 1.80 1.65 Leek 
1935 : 3 
January teh Be Bb 1.80 ' es 1.205 
Revrus Tyee ES Boutemies PCO tele oo 1. 628 
March ty ME BE rey he Gublne® mane soy als 1.517 
April aU Beas me ibeySi 1.65 1.406 
May toe ‘a MBO pees cts mm ee 1.295 
June b teeod 1.80 ; 1.65 1.073 
July ee 40* 1. 80* 1.65* Liles 
August A ee 1.80 Lee by gib = 
September .: 4.40 1.80 ' 1.65 Vee 
Ofebober! ani yes 40 1.80 felt B 1.16 
November 1D ea) 1.80 1.65 1.60 
December 2.40 babii Los Sk) bebe see 1.60 
1936 i 
January 120" AW wien eo Mariela rs spe 1.60 
February ihe S40) de LOO 1.65 . 1.60 
March (2440 a) eae ey aleysys 1.64 
April ea ey yee We alr cowe ale 1.52 
May | 2.40 ilies =e Tine e's 1.48 
June i $840 Yee : 165 1.48 
July 1-15 2.40 bo leo ri te 65 1.60 
July 16-31 2.75 i tite oak ; 2.00 1.60 
August ane rD My eas 2.00 Tea) 
September : 2.75 Peas: Heat 2358.0 1.80 
October ete 2.15 ve? Ls, 0) 1.80 
November ‘ 2.75. es hoe FaOO - 1.80 
Decomber ee 2.15 ‘ 200 1.80 


~ (Continued) 
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Table 4.+ (Continued) Class prices paid by handlers per hundred- 
weight of 3.7 percent milk delivered f.o.b. CL Ly’; 
October 1933-October 1937 


Wiear and month !— Claes I) i Clase I-A) “Clasp 17 9 1 Glass iT 
' Dollars : Dollars ; Dollars Dollars 
1937 : : / 
January Dae we ey ts ame 2.00 1.80 
February Law eatin) Ase? 2.00 1.80 
March POSS ares, po Ba! oe 2.00 1.80 
April oe. 2s 2.00 1.60 
May ie ao ase 4 2.00 1.52 
June Bt ar ate 2.00 1.44 
July Bete Bo b5 2e00 1.44 
August 2.75 B15 2.00 
September seas) 2:15 200 
October 2.75 pelp: 2.00 
November 


‘ 
t 


* Prices given for period since July 1935 are for 4.0 percent milk. 


Compiled from data supplied by the Cincinnati Sales Associatione 
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oso Conts per 1/10 of one percent per hundredweight between 1929 and 
1932. In 1933 the differential décreaséd to an average for the year of 
3ed cents per point of teat, a further. decrease to 3.0 cents occurred in 
1934 and 1935 but in 1936 and the first six months of this year the dif- 
ferential has increased markedly. In 1936 the average differential a- 
mounted to 3.5 cents. A 4.0 cont differential has been paid in each 
month since July 1936, except for a differential of 3.0 cents which was 
paid in June 1937. 


D. Butterfet test of milk delivered. 


The butterfat test of milk, -as shown in table 6, averaged 4.1 per- 
cent during the two-year period ended June 1937. The monthly test of 
butterfat varied from 3.83 percent in July 1936 to 4.37 percent in Dec- 
ember 1935 and November of last year. j 
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“Table 6.— Cincinnati, Gave ine taeee putterfat. tost of 
. PNRM Sule hyde n to ta i produced, by months, 
2h July ,1935-June 1987 = 


Year and; Percent ° Year and; Percent Year and | Percent Year and: Percent 


month Satberhat ss month ——fatieriat |. month _ jbabterfat 2 month butiennet 

OES ay au pki ON gai hi : | 1936 7 : 1937 
July Deu 7 Jan. | 4.30 . July : 3.83 ts Pett 1m 
Aug. 3 5.96. : Ayo e 4.23 : “sng. a Renthe !  Tebsuere reno 
See eatae yeaa 4.08 } Sopt. | 4.03 i Mar, | 4,12 
Oct. : 4.28 | April : 4.00 : Oct. : 4.24 3 Apr. 7 4.03 
Nov. : 4655 | May ! oe : Nov. : 4,37 : May : eve 
Dec. : 4.37 : June : 3-86 : Dec. : 4,34” : June : 3.94 


Compiled from data submitted by the Cincinnati 
Sales Association. 
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PART «5 


ECONOMIC CONSIDERATIONS RELATIVE TO THE PROPOSED 
MARKETING AGREEMENT AND PROPOSED ORDER 


It was pointed out in the opening pages of this brief that during the 
period 1929 to 1933 there was a marked decline in the prices received by 
producers for milk sold wholesale, the purchasing power of such milk, the 
gross income from milk produced on farms, and the cash income from dairy pro- 
ducts sold from farms in the three States of Ohio, Kentucky, and Indiana, 
which supply milk to the Cincinnati, Ohio, Marketing Area. It was also demon- 
strated that the economic condition of milk producers has improved somewhat 
since 1933 but that the dairy farmers in this area have not been fully relieved. 


The disruption and instability of interstate commerce in this important 
agricultural enterprise in the area supplying milk to Cincinnati causes a 
serious decline in the purchasing power of farmers. Consequently, activity 
directed towards establishing and maintaining orderly marketing conditions for 
the Cincinnati, Ohio, Marketing Arca is warranted and necessary to effectuate 
the policy of Congress, as stated in the Agricultural Marketing Agreement Act 
OS is 


The question ag to the degerce to which the regulation of commerce in 
milk as specified in the proposed marketing agreement and proposed order must 
be extended to the handling of milk that docs not move across State lines or 
does not become mingled with the milk which has moved across State lines 
obviously depends upon the extent to which the handling of such milk burdens, 
obstructs, or affects the intcrstate commerce in milk in the Cincinnati, Ohio, 
Marketing Area. 


The milk is produced by widely scattered producers in the States of 
Indiana, Kentucky, and Ohio. It is all delivered to handlers at thoir city 
plants where it is processed and then distributed to consumers. Handlers 
have chosen their producers on their ability as milk producers and not on 
their location in any specific State. Milk originating in States other than 
Ohio is a necessary source of supply for the Cincinnati market. Consequently, 
activity pointed to the removal of burdens and obstructions to the interstate 
commerce in milk in the Cincinnati market promotes and improves the condition 
of producers and, also, is in the interest of the general welfare. 


One of the major obstructions and burdens to the interstate commerce 
in milk in the Cincimati market has beon the low level of prices which pro- 
ducers have received, engendered at times by widespread economic conditions 
and at other times by demoralizing competitive conditions in the marketing 
of milk. These conditions have not been peculiar to Cincinnati but have 
been so widespread that the Agricultural Marketing Agreement Act of 1937 was 
enacted. The Act sets forth the methods to be followed in alleviating dis- 
tressing marketing conditions in interstate commerce in milk. During the 
last seven years prices received by producers in many centers reached such low 
levels and marketing conditions became so chaotic that producers could no 


longer afford to ship milk and withheld their milk to induce higher prices. 
This withholding of milk, or 'milk strike", is the most extreme example of how 
disrupted conditiozs become in the ficld of milk marketing when ruinously low 
prices to produderesdptaind): ea iyo go iekeko ieee = a 
During the period 1932 to 1937 milk strikes occurred in at least four- 

tecn milk markets in the country. At the present’ time producers in’some of 
the northern counties of. the State of New York are withholding their milk fron 
the market. In some of the fourteen markets which have had nilk ‘strikes, ® 
there was a virtual stoppage of the interstate commerce in milk and. in others 
the volume of milk reaching the city was materially reduced. The markets in 
which milk strikes have occurred are shown in ‘table 7; 


fable 7. Urban population affected by. 14 milk strikes; 
1932 = 1937 


ela STOUx ICIGY, GPowd it; au piheous Rais aot 79,183 


ee: Sloux Falls’, SouthDakota~ ~«- 5S, S60 
J. Vincennes, Indiang ~- : Geile, he Gd. 
4, Atlanta, Georgia -«« reo 270,366 
Se Omaha, Nebraska 2° had as 214,006 
6. St. Lovis, Missouri 1/ 821,960 
7. Wisconsin 1,553,843 3/ 
8. Harrisburg, Pénnsylvania : sha 80,339 
°@.i New Yorks Stdteceir+: Pieler Sustmeeqlyeelyogeas/ 
10s: Chicago, *Ildanois. « ; U3 3; 376,438 
ll. New Orleans; Louisiana: . ee 3 458 , 762 
12. Baton Rouge; Lovigiana. - Pari BOei (ae 
Lo, Ce Aicrony (0ni6 i Sarasa ob ty 255,040 
4. Boston, Massachusetts 2/ 781,188. 
Total affected 18 , 494, 732 
‘Urban“U.-S. population 68,954,823 
Percent urban population affected - ..°° 27% 


a Strike directed egainst one dealer in markecs. 
2/ Strike directed against two déalers in market. 
esi é ; ‘ ; ; 

$/ Total urban ‘population of State. '. 


i 


Although low prices may not in all cases result in milk strikes, they 
do tend to result in deterioration of the quality of milk delivered and tend 
to the failure on the part of producers to maintain an adequate volume of milk 
shipped comparable with the volume or quality of that shipped when markcts 
are stabilized. 7_ agg . 


The proposed marketing: agroement and proposed: order fixes’ the prices 
which handlers shall pay for milk rocecived from producers. If priccs. were. ia 
fixed with. respect to that. milk which moves across. State lines, and.were not 
fixed for milk-that did. not move across State lines or become mingled there- 
with, it wovld: be impossible for any marketing agreement or order to maintain 
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and stabilize prices to-producers and to. effectuate the policy of Congress as 
stated in tho Agricultural Marketing Agreement Act of 1937. 


Tho reason for this is that with prices fixed by the marketing agree- 
ment and order for some milk, it would be to. the interest of handlers to 
change their sources of supply in order to procure milk with respect to which 
prices were not fixed, i.e., milk not moving across State lines or becoming 
mingled therewith. A handler buying milk in Ohio only and selling all (or 
nearly all) of-this milk at the flvid milk price, could buy milk at a price 
which handlers: complying with the marketing agreement and order were paying 
their producers, which would be a combination of the fluid milk price and the 
excess price. In this way he would receive some milk at excess prices even 
though he sold it as fluid.nilk at fluid milk prices. Thus, not only would a 
larger volume of milk noving across otate lines or beconing mingled therewith 
be. sold at excess prices, lowering, the prices received by those farmers in 
other States, but sone of thom would probably be left without any market for 
their milk. Tho competition between milk from different sources brings about 
the results set forth above and reacts on interstate commerce in milk, causing 
serious curtailnent and disruption. | i 


Fron the foregoing facts and considerations it can be concluded that 
much of the milk handled in the Cincinnati, Ohio, Marketing Area actually 
moves across State lines or is directly mingled with milk which has moved 
across State lincs and must be reeulated, and that, in order to regulate the 
handling of such milk so as to effectuate the policy of Congress as stated in 
the Agricultural Marketing Agreement Act of 1937, the handling of all other 
milk in the marketing area must also be regulated. 


The proposed marketing agreement and proposed order, drafted at the 
request of producers supplying milk to this marketing area, embodies provisions 
intended to bring about more stable’ marketing conditions and the consequent 
maintenance of purchasing power of producers in this area by regulating the 
marketing of milk in the channels of interstate commerce. 


It igs the purpose of this section of the brief to set forth in detail, 
from an economic standpoint, the reasonableness of the proposed program, 1.e., 
the economic basis for the operating provisions of the proposed marketing 
agreement and proposed order,, such as the classification of milk, class pricing, 
pooling, and method of payment, and for those provisions which are necessary 
for defining more explicitly and making effective the operating provisions 
of the proposed marketing agreement and proposed order. 
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PROPOSED MARKETING AGREEIENT AND PROPOSED. ORDER 
Article I - Definitions 


narketing agreenent and proposed order, the marketing srea includes the : 
territory within the boundary lines of Hamilton County, Ohio, of St. Clair 
and Fairfield Townships in Butler County, all in the State of Ohio, and the 
counties of Campbell and Kenton in the State of Kentucky. The territory — 
included in the defined marketing area includes the contiguous urban territory 
and suburbs surrounding the City of Cincinnati. The marketing area includes 
the City of Hamilton, Ohio, ‘which is:’an urban area: 25 miles from thé City of 
Cincinnati, in addition to considerable suburban territory into which routes 
of handlers extend. The City-of-Hamilton is included: because of the inter- 
relationship of this city with Cincimati:with respect to the distribution 

of milk. Two largo Cincinnati handkers operate with plants in Hamilton and 
distribute, as do other Cincinnati handlers, a large quantity of milk in 
Hamilton and its suburban areas. The same supply and. demand influences affect 
Hamilton and its suburbs as obtain in Cincinnati, and from this point of view 
the two cities constitute a singlé market. Information to determine whether 
or not the Kentucky Counties included in the marketing area, as defined, are 


The Cincinnati, Ohio Marketing Area. - As defined in the proposed 


apart of the natural marketing areca for milk is not. available to the Secretary 


It is recommended that in the public hearing evidence be introduced to show 
that it is or is not necessary’ that such counties in Kentucky be made a part 
of the marketing arca to be defined in a marketing agreement and order. 


The population of approximately 800,000 in the marketing area is en- 
gaged, in addition to agricultural pursuits, largely: in diversified industrial 
pursuits such as soap manufacture, machinery, woodworking machinery, metal 
products, printing and publishing, meat-packing, clothing, shoes, radio, 
electrical refrigeration, furniture and sporting goods. 


Sanitation requirements for milk in the territory which coincides 
with the marketing area affect the production and delivery of nilk. All milk 
sold in the marketing area must meet the sane health requirenents, as de- 
scribed previously in section III. All producers for this market must be 
registered and inspected regularly ‘by the health authorities. All the milk 
entering the market is of such similar quality that all enters into compe ti- 
tion for the market. ee 


Person. "Person" means any individual, partnership, or corporation, 
association, or any other business unit. In the milk industry practically all 
types of business organization are to be found. Heneé, in order thatealL 
handlers subject to regulations in a milk market be regulated, it is necessary 
that all possible types of business organization be specified and the proposed 
marketing agreement and proposed order be made applicable thereto. If this 


were not done, some persons would be exempt from the provisions of the proposed 


marketing agreement and proposed order, even though the character of their 
business were such that they were subject to regulation. This would operate 
to cause the regulatory aspects of the proposed marketing agreement and 
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proposed order to be discriminatory between different firms, and it is to 
obviate this inequitable result that "person" is so defined as to cover all 
types of tusiness organization. 


Producer.- "Producer" means any person, other than a new producer, 
who, in conformity with the health regulations, as applied and enforced by 
the proper suthorities, with respect to milk sold for consumption in the form 
of milk in the Cincinnati, Ohio, Marketing Area, produces milk and delivers 
it to a handler. 31/ Milk which does not meet these requirements cannot be 
legally sold as milk in the Cincinnati Marketing Area, hence the handlers of 
such milk should not be subject to any proposed marketing agreement and pro- 
posed order relating to milk sold in the market. But all milk which meets 
the health requirements is in actual or potential competition with all other 
such milk, and handlers of such milk must be subject to any proposed marketing 
agreement and proposed order to ve effective in regulating the handling of 
such milk. 


Handler.- "Handler" means any person who purchases or receives milk 
from producers, associations of producers, or other handlers. allan Orie 
portion, of which milk is sold in the marketing area and who, on his own be- 
half or on the behalf of others, engages in such handling of milk as is in 
the current of interstate commerce or which directly burdens, oOdstructs or 
affects interstate commerce in milk and its products. 


One of the major objectives of this proposed marketing agreement and 
proposed order is to place all handlers on a comparable basis with respect 
to the purchase price they are required to pay for milk sold in the several 
use classes. In order to do this, all competitive factors in the market must 
be controlled and directed so that the market operates efficiently and losses 
engendered by unrestrained, unfair competition are eliminated. In order that 
this major purpose may be accomplished all persons involved in the handling 
of milk and its products must be subject to the proposed marketing agreement 
and proposed order. All types of business setuns and organizations, both 
physical and legal, are found. Hence the definition of a handler mist be 
broad enough to include all tinose persons who are in competition with each 
other so that no provision of the proposed marketing agreement and proposed 
order be discriminating in effect with respect to different firms or persons. 


New producer. Any person who, not having regularly sold milk to a 
handler for a period of thirty days prior to the effective date hereof, begins 
the regular delivery of milk to a handler, shall be known as a "new producer" 
during the first two full calendar months after deliveries are first made to 
a handler, after which he shall be know as a producer. 
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31/ See section III, Part A. 
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The requirement that one who has not regularly delivered milk to a 
handler.for a. period: of: thirty days prior to: the. effective date of this 
instrument and who begins to:deliver regularly to a hhendler_ mst be classified 
as a "new producer’ ond, as such, receive the. 'new ‘producer price" for his 
deliveries until he becomes qualified as a regular producer, “enables the market 
administrator to determine the amount.of milk.he can be depended upon to deliver 
poe ely to the Eg before he is vali a share al ay the fluid a ao 


It is Pi mabe 8 tnee a newcomer. to cue maviees be siren an opportunity 
to demonstrate his ability to deliver before. he becomes qualified for a, | share 
of the market wholly supplied previously | by. other producers. 


Article 11 a = atest Administrator 


Selection, removal Snide bond. - “tin Sekee) that ‘the “Secretary can be 
assured that the administration of the proposed , marketing agreement and pro- 
posed order is being carried out without any dias in favor or against any 
group in the Cincinnati Marketing Area, it is necessary that he appoint the 
market administrator. This procedure hes been followed in all Federal milk 
licenses, agreements, and orders, due to the fact that it has proven more 
feasiole than other types of; ,administrative org sani zation. The person selected 
needs to be one of wide experience and.one with complete understanding of the 
“proposed marketing agreement and proposed order. pia, order to further insure 
unbiased administration of. the proposed marketing agreement and proposed 
order, it is necessary that the market administrator, selected by the Sec- 
retary, be sudject to removal by the Secretary and only by the Secretary. 

’ For further assurance to all concerned of the faithful amd honest performance 
Dy the emess administrator of .his duties, the market. administrator is re- 
quired to execute and deliver to the Secretary a.bond in such amount as the 
Secretary may determine, with surety thereon satisfactory to the Secretary. 


Compensation.- The Secretary, who selects the market administrator, 
should slso be the one to determine a reasonable compensation for the market 
administrator he selects. ~The market administrator, being necessary for the 
proper administration of the proposed marketing agreement and proposed order, 
his salary is considered an expense of administration. 


Duties.- In order that there shall be proper administration of the 
proposed marketing agreement and proposed order, the market administrator 
“mast: a oy 

a. Keep guch books and records as will clearly reflect the financial 
transactions provided for in the proposed marketing agreement and proposed 
order. 


In order for the Secretary to be assured, and to assure producers and 
handlers of proper administration of the proposed marketing agreement and 
proposed order, the books and records of the market administrator must be 
subject to hig examination at any and all times. Only by being so assured 
can the Secretary know definitely that the proposed marketing agreement and 
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the proposed order are offoctuating the policy of Congress as stated in the 
Agricultural Marketing Agreement Act of 1937. 


b. In order for the Secretary to be informed, furnish such inf orma- 
tion and verified reports as the Secretary may request. 


c. In order to assure that his duties, for whica the Secretary is 
responsible, are being properly carricd out by his employees, obtain a bond, 
for each employee who handles funds entrusted to the market administrator 
under the provisions of the proposed marketing agreement and. proposed order. 
Most of the money handled in the administrator's office belongs to handlers 
or producers, and the bond would cover possible losses to “Wome teas 
surance boing necessary to the proper administration of the proposed market- 
ing agreement and proposed order, the expense of such bond should be a part 
of the expense of administration. 


d. Publicly disclose, except as otherwise directed by the Secretary; 
the name of any person who has not: 


(1) Made reports pursuant to article IT of the proposed marketing 
agreement and proposed order. These reports are the only way in which the 
administrator can determine in a reasonable length of time soles made by each 
handler in each class, etc. These reports are neccessary in order that prices 
to producers be computed by the market administrator and the purpose or “the 
proposed marketing agreement and proposed order be effectuated. If the 
handler pays his producers without filing those reports, other handlers and 
also the producers should be informod that that handler had not filed reports 
and that the administrator could not determine if the handler had paid the 
correct price for nis milk. If the producers are not so informed, they 
might assume that they had been paid the correct price. The administrator 
must make it known that he had not verified the price paid, and therefore, 
was not responsible for its correctness. 


(2) Made payments pursuant to articles VII and VIII of tho proposed 
marketing agreement and proposed order. The market administrator obtains infor- 
mation to compute the price that shall be paid by each handler and also obtains 
information as to what price was paid. ith no notice to the contrary, a 
producer might assume that the price he received was the one to which he was 
entitled, when, in fact, it night be different from what the market adminis- 
trator had computed as being correct. Because the producer might make such 
an incorrect assumption, the market administrator must notify such producers 
that the prices paid by the handler were not those computed by the market 
adninistrator. All handlers will bo in the seme competitive position only 
if they pay the price as corputed by the administrator. The other handlers 
in the market in order to be on equal competitive ters should know the nanes 
of those competitors who have not paid for their milk in accordance with the 
instruncnt all are supposed to observe. 
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_Artiele III + Reports of Handlers 


Article III of the proposed marketing agreement and proposed order , 
sets forth four types of reports wnich handlers are required to submit. 
Provision is also made for the verification of these reports. The.necessity 
for these reports and for their verification becomes: anparent with the reali- 
zation of the nature of.a milk Market and practical operating problems which 

‘arise in making effective the class pricés in the payments to all producers 
of uniform prices which reflect the utilization of milk by all hahdlers. 


Paragraph 1 of section 1 requires handlers to submit-on° or before the 

10th day after the effective date of the proposed marketing agreement. and 

“proposed order, showing, in such manner as the market administrator may re- 
quest, the: information as to the milk received at cach plant. from handlers, 
the milk (if any) produced by him, and’ the ‘utilization ‘of all receipts of 
milk for the months of July, August, September; ‘éétober, Novomber and 
December 1937. With this information at hand, the market administrator is 
able to determine for each producér a rating in aecordance with article IX, 
to become effective with the offective date of the’ marketing agrcement ond 
order. 
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tevagrapn 2 vz sectioh,. téq¢airey nanalers “to submit reports on or 
betore the fifth day after the end of coca dclivery period, showing, in such 
detail and form as the market.administrator distovers best fits the particular 
conditions, the information as to all milk or cream received by handlers and 
the utilization of such milk. With this information béfore him, the maricet 
administrator is.able to determine for each handler the classification of the 
milk, the total payment to: be made to producers therefor, and, after combining 
the total payments of all handlers, the uniform price which will distribute 
‘such total amount of money to ell producers who’ delivered the milk to eid 
handlers. sake i 


Paragraph 3 of section 1 provides for other reports with respect to 
procucers delivering milk-to ahandler. These reports enable the marizet 
administrator to secure needed information with respect to producers after 
a handler has newly become a party ‘to the agsreemcht or’ subject to the order, 
or .to request information not already in his hands, which is necded Lor ey 
knowledge to determine the. effects of the order. Tt.2¢ also jirovided under 
Pperagraph 3 of section.1 that each handler report to the market administrator 
upon first receiving milk from any producer vho ‘has not previously shipped 
milk to that handler, certain information regarding deliveries of me Lae 
ordcr that the market administrator may keep his records up to date with 
respect to the producers delivering-to cach Handler. . 


* Paragraph. 4 of section 1 provides for the regular reporting by handlers 
of their payments to producers for each delivery period in the forn of 2 cony 
of the handler's producer pay roll. Such a report expedites the routine 
checking of compliance with the Marketing agreement and order and provides 


in an economical way the infomation necessary for the market administrator 
to maintain adequate delivery records. 
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Section 2 provides that each handler shall permit the market adminis- 
trator to verify the information contained in ell reports. The importance 
of routine verification of all reports is readily understandable in view of 
the intricate and dotailed transactions which are inherent in the milk busi- 
nesse Whore errors doth willful and accidental may so readily creep in and 
affect the returns to producers, successful operation of a marketing agree- 
ment and order will depend in large degrce upon the extent to wnich the 
market administrator assurcs himself of the correctness of the figures sup- 
plicd him in the reports and of the correctness of the sampling, weighing, 
and testing for butterfat of the milk waich is dclivered by producers. such 
routine verification is thus necessary for the cffectuation of the provisions 
of the marketing agreement and orcer. 


The necessity and importance for the verification of reports is well 
illustrated by experience in other nilk markets. For example the Federal 
Trade Commission 32/ reports the following type of abuse and unfair practice 
on the part of handlers. 


f'In October 1934 the total Class I sales and Class I purchases oF 
five Philadelphia distributors whose records did not show realization by 
all classes, and the amount of their underpayments to producers were as 
follows: 


Quarts 
Class I sales 1,494, 069 
Milk purchased at Class I price 1,314,325 
Glass I sales in excess of Class 1 purchases 179, 744 
Underpayment: 

Total / $6 36Be03 
Per quart in all Class I sales (cents) 03591 
Per quart in Class I sales in excess of Class I 

purchases (cents) 2.9851" 


In addition to the foregoing five companies the Commission optained 
the utilization by classes from the records of 11 distributors. For this 
Patcver group, it is nossible to show the quantities of Class II and Class 
III milk sold as Class I, and the amount of underpayment to producers these 
trensactions involved for October 193«: 


Quarts 
Class I sales 18 713,60" 
Wilk purchased at Class I praco 18,384,337 
Class I sales in excess of Class I purchases 409, 060 
Amount bought as Class II 402 , 384 
Amount bought as Class III 6,676 
Unéderpayment: $10,562.61 
Per quart on 211 Class I sales (cents) «056 
Per quart on all Class I soles in excess of 

Class I purchases (cents) 2.58 
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32/ Revort of Federel Trace Commission on Sale and Distribution of Milk 


a 


Products, Connecticut and Philadelphia ililksheds, House Document No. 152, p74. 
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Uncerpayment to producers by these 16 Philadelphia companies for 
October 1934, were as follows: 
L 


Coe. Ne hi Fo) 815,998.05 4 

Per quart on all Class I sales (cents) i sOVSe2G, * 

Per quart on all Class I sales in excess Of. ERB rer ke 
Class I purchases (cents) Wag . 24705170 


One Connecticut dealer buying on a:utilization basis was found to 
have underpaid his producers in June 1934 by selling more Class II milk than 
he purchased from Connecticut farmers. The figures for this company were 
as follows: 


Quarts 
Class II 308 , 305 
Milk purchased at Class II price ' 216, 889 


Class II sales in excess of Cla ass ue eeu Gnaes alinae 
Uncerpayment: : 


‘Total pig ee lk i! gaia, 4? 
Per quart on all Glass II sales ee ie en - 410199 
Per quart on ail Class II sales in excess of 

Class II purchases (cents) 234399 


"Dairy farmers of ‘the Connecticut and Philadelphia milksheds lost in 
excess of $600,000 during 1934 through’ practices of certain distributors, 
for most of which it is difficult to find justification."33/ 


"The flat-price plan as well as the utilization plan is subject to 
abuse. A flat-price buyer who usually sells milk only.:for consumption as 
fluid milk will offer to purchase from producers at a price whith is a trifle 
higher than the prevailing blended prices they are receiving from other 
dealers purchasing on a utilization basis. As he disposcs, of nearly all his 
milk in fluid form as Class I he profits by the fact that, although he buys 
at only slightly higher than the blended price ‘paid. by other distributors on 
2 utilization basis for Class I, II and ITI, he sells nearly all of the 
emount wiich he purchases at the high Class I price. The following table 
Shows the profit obtained in one month by certain dealers from paying for 
milk on the flat-price basis instead of on the basis of their actual 
utilization: : 
4 Mumber of |. Profit gained by buying 
distributors ..0f a flateprice basi¢ 
imstead of on 4 witlige— 
bLOn basic ay 


Perodua Total 

Connecticut (June 1934) 6 $0867 $6,648.61 
Phila “delphia (October 1934) 3 993 4,045.84 

10,694.45" 


"In neither Connecticut nor Philadelphia is flat-price purchasing per- 


4 


mitted under board rules unless the dealor pays. alprice equivalent to the 


‘ 


nr 


33/ Summary Report on Conditions With Respont to the Sale ce and Distribu- 


tion of Milk ee Dairy Eee Oe e e Document NO- oe Pe ce 


ui AB, 


blended price based on his own utilizntion of the milk. The table, therefore, 
shows the amount of underpayment to farmers through failure of these dealors 
to pay the price based upon their own utilization of their own milk purchases 
as required by board rules. One of the important cffects of this practice 

is that the ability to purchase milk at the relatively low blended prices 
being paid by other distributors puts the flat-price buyer in a vory advanta~ 
geous position to cut prices on mill to the wholesale and retail trade." 34 


34/ Report of Fedcoral Trade Commission on Sale and Distribution of Milk 
Products, Connecticut and Philadelphia Milzsheds, p. 76. 
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Such other abuses and. unfair. practices by handlers as making exces— 
sive h auling ond country station charges, wrong” weighing vend: testing of milk 
and teking cxecssive transportation. charges from the coun ry to the: city 


; ps oo 
plant ere il.in. the marketing of milk in many markets: oS 


“The administrative mecrion of the audit in a market which is under 
Government supervision can be illustrated by a record of actual exverience 
in its use. For this purpose the Dairy Section of the Agricultural Adjust- 
ment Administration secured from the market administrator of the Boston 
marketing area a report analyzing the adjustments arising from audits of 
handlers! records. . The report covers the period from March 16, 19384, to 
July 31, 1936. During this entire period Federal supervision was exercised 
in the Boston market through the provisions of license No. 38 issued under: 
the original Agricaltural Adjustment Act, being in operation until Feb- 
ruary 9, 1936, and those of Order Noe 4, issued under the amended act and 
in force from this date to the end of the period. 


The marketing arrangements which were provided for in the Boston 
market during this period included (1) a classified price plan of payment 
for milk by dealers, and (2) a markct-wide pool with base rating used in 
prorating to producers the proceeds of sales to distributors. Two classes 
of milk were established in the market; Class I - fluid whole milk (in- 
cluding chocolate or flavored milk) sold for consumption as milx, and 
Class II - all other milk, which in this market consisted almost vholly 
of milk sold for use as fluid cream. 
ad by the market administrator for 


Adjustment accounts were maintained by 
all dealers in the following manner: (1) Hach dealer was debited with the 
amount of money which he was obligated to pay for milk as determined by 
his class utilization of the milk, (2) the dealer was credited with the 
amount of money he paid producers for base and excess milk as determined 
by their base ratings and delivered bases, and (3) the balance of the deal- 
er's account was settled with the market administrator. 


The senimonthly audit of the books and records of dealers gave rise 
to two main classes of adjustments: (1) those due to dealers! errors in re- 
porting producers! base and excess milk, and (2) those due to dealers! errors 
in reporting their Class I ané Class II utilization of milk. Auditing ad- 
justments of the first type did not alter the dealers! returns. They were 
made necessary because the dealer had paid too much or too little to some 
of his producers with corresponding discrépancies in payments to and from 
the poole The adjustment involved debits or credits to dealers which were 


35/ The Federal Trade Commission has made investigations into milk mar- 
keting practices in New York City, Connecticut and Philadelphia milksheds, 
Boston, Massachusetts, Baltimore, Maryland, Cincinnati, Ohio, Ste Louis, Mis- 
souri, and Chicago, Illinois, and found similar practices being carried on 
by handlers. 


c 
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collectable from or payoble to She particular producers involved. However, 
suditing adjustments duc to errors of dealers in-rcporting their class 
utilization directly affected the amount which such dealers paid for their 


milk and hence the amounts of monoy payable to producers 


The auditing adjustments of both types made in the Boston market 
curing the period from iarch 16, 1934, to July 31, 1936, are summarized in 
table S. The average phask and credit adjustments for a sinzle audit 
period gets days) was $8,662 2006; debits averaging §5,534-81 and credits 
averaging $3,127.25. The debit balance of base and excess adjustments for 
all bh aanons averaged $957.12; debits amounting to $2,804.85 and credits 
amounting to $1,847.73. ‘The debit balance of Class I and Class II adjust— 
ments for all handlers averaged $1,450.44; debits emounting to $2,729.96 and 
credits amounting to $1,279.52. During the entire period of the report, 
waiecn covered 28 1/2 months, eudit adjustments totaling $493,737.31 were made, 
of which $315,483.95 were debits and $178,253.36 were credits. 


> . . 


the debit balance of S54, 555-75. on-base and excess adjustments is 

mainly abtritutnbse to unusually targe debits in the early ae of 1934 

e to ~~ estimating of base deliveries and the reporting of deliveries 
of large blocks of »roducers as base milk before they had earned base ratings 
unger tne correct interpretation:of the License: Subsequently there was a 
tendency for base and excess credits to exceed debits due to a lag in taking 
account of increased base ratings. However, the study inarestes that in 
yeriods woen base ratings were nov being increased net debit balances on 
this type of adjustment would vrobably result from the audit, due larzely 
to @ desire of handiers and svecific producers thet the latter receive 
payments larger than they were entitled to receive under a strict interpre- 
tation of the rules 


The sources of dealers! errors in reporting their class utilization 
of milk were analyzed for the period from February 9 to July 31, 1936, and 
the results are set forth in table 9- ‘Two aia: of adjustment are seen to 
account for more than half (52 percent) of the total debit balance of 
$17,858.18. These wore (i) errors due to dealers! reporting Class II sales 
of milk without proof of Class II use and (2) the reporting as Class II of 
cream used in standardizing 


Clerical errors required relatively Large adjustments in the re- 
ports of handlers, although in the aggregate the debits and credits tended 
to balance. The total of debit and credit adjustments of this type “or the 
period was larger than for any other, amounting to $10,506.30. Other in- 
portant types of adjustment during this period of a little less than five 
months: those due to incorrect report of the market in which Class I milk 
was sold; treatment of purchases from producers as from other handlers 
milk given to employees; skim sales without affidavits and incorrect outside 
market sales reports not included in the other classes of error. 


Table 8. —- Summary of all audit fe Boston 


“Market, Marche 16, 1924,° to July 32, 1956 
ees Oe, Li oe Gane oe Sree pe eens wa 
Type of adjustment eer Me Temes SB coe tar ce. 
te ek apes Averages! 7 
' Dollie te Dol dere: 
Base and excess ac jus stments: / “s 
Net debits to individual handlers i MSZ OTS, ne POC. 
Net credits to individual handlers ‘105,320.70 js OE ee 
Net debit - all handlers B46 555 378 Sg 
Class I and Class II adjustments: : 
Net debits to individual handiers 15D,607.b2 “<  B/20ege 
Net credits to individual handlers rb amt eg eoeeO® a4. ily ct A 
Net debit - all handlers "82,674. Grr i, 450. mee 
Total audit adjustments: i 
Net. debits to individual handlers : “S15,485595 “9 “ 5ipcaser 
Net credits to individual handlers » __178 253.36 | Oe Gene 
Net debit - all handlers a eee 230. 59 nae 4.07 056 


i/ Average per semimonthly auditing veriod. 
— =) wv <=) 


Compiled from records in the office of the market. administrator. 
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Table Oe Glass I and Class II audit adjustments by type, 
, Boston market, February 9 to July 31}. 1926 


: ‘Net debit Percent 
Type of adjustment ee Debat sy  neredsle aa OQor CMtot 
‘ oe Creat total 


| A rt cP DRO SE aon eee Gel aie: SamRTT Ra 1a ne see 


‘Dollars | Dollars} Dollars | 


1. Reported correctly as Class I with 
incorrect report of the market in 
te CLL. dole alolatelele, olelens laletarquesaiote, graveve @ % oe Oo 

2. Purchases from oroducers treated 
as from other handlersecesseseoseoees 1,145.4K 


‘ 
‘ 
? 
t 
rT 
‘ 


3. Due to other srrors in reporting 

purchases from proGucerSesssecsoeece : 1,485.11 588.31 396 «50 « 50 
A. Wille siven to employees.crseseserece! 1,658.55 - 1, 658.057) Ae 
5. Skim sales without affidavits......>5! 2,218.37 836 »18 1, Ses UO rn ae 
6. Cream used in standardizingesscccocc! 3, 364.18 cee % BOA ea aes 
7, Reported Class II sales of milk me 


without proof of Class I] Use. «neece 


i en 
ss 
On 
KS 
i<@) 
On 
1 
~“ 
© 
° 
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a 
a 
% 
4 
t 
‘ 
t 
t 
‘ 
g 
4 
iy 
‘ 
i 
4 
é 
’ 
t 
. 
‘ 
. 
‘ 
' 
e 
3 
s 
‘ 
’ 
4 
' 
‘ 
t 
’ 
4 
a 
s 
4 
‘ 
’ 
o 
‘ 
‘ 
‘ 
4 
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4 5,424.84: 30.4 
Ree PTO Poe coe avin donkaedees 6 Dg lolaCt | Be temo ~252.22 +: “1se 
9. Purcnases from dealers outside milk: 
shed revorted from otner nandlerst. ' 944.57 : - 944 D7 « Pie 
10. Unallowable deduction of 3% of / 
sross Class I sales for shrinkegeL/ | 940.11 : - o40.11'. “See 
11. Flood period purchases for other ; 
markets eae vurchases from : : 
Roam O eS 6.0 sidvics tt cccwessees s 604.55 : _ : 504.53 Bed 
12. Flood period special jsales to chain | : 
stores not reportcde/ e.ceoseceeccvee Z0240G = 351.55 1 260 
13. Incorrect outside market sales re- ; 
ports (other than those included 
in the esbove classifications). ..ese.0 2,914425 845.42 * 1,968.05 "sti 
og ee eee - : 80.83 $ -80.83 1. =.5 


o 
) 
4 
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Totals 26 1824.77) 8,966.50 | 17, bce. 


——anee 


i In March 1-15 period. 


2/ In iiarch 16-31 period. 
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Comiiled from records in the office o: the market administrator. 


| ed a ae 


tH 


t say intoresting to note that although the sbove analysis of the 
auditing experience in the Boston market Sy cele that the eudit by tac 
pont stentee resulted in Sone ee the natural tendency for dealers to 
favor themselves in their interpretations of the market regulations, the 
audit also resultcd in sizable reimbursements to dealers to correct errors 
in their reports which would have resulted in loss to thenselves. Credits 
to dealers! accounts due to Class I and eae II aucit adjustments totaled 
$72,932.66, or an average of $1,279.52 for a a 15-day audit period. in other 
words, distributors would have unéerpaid producers in the sum of $155,607.52 
anc would have overogaid producers in the sum of $72,932.66. The net under- 
payments would have amounted to $82,674.86. had not the books of handlers 
~been audited and handlers required to reimburse producers in the amount 

of underpayment. Thus the necessity for routine verification of all re~ 
ports submitted by handlers is important and necessa ry for the effectuainen 
of the provisions of the marzeting agreement and order. 
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Article IV -- Classification of Milk 


tie seasons: Variations in deliveries in the 

il mako necessary 2 pricing plan. wiica 

cS) i Pie mi eoend excess milks 

ici fied price plan has its origin lergely in the efforts of producers 

and handiers to develop pricing plans that will aid in such efficient 

Marketing of fluid. and excess milk. In this market with the cooperative 
tration of the nandling of milk 


A 

. & 
{ ane Class 
C 


Organization of »roducers and the concen 
wita a comparatively few handiers (as described in III) an analysis of 
the classified price plan and the economic basis therefor applies with 
special force in a consiceration of the price structure for milk in the 
Cincinnati, Ohio, marketing area, as set forth in the proposed harket— 
ing azreement and proposed order 


A general discussion of the basis for having a classified use 

plan for pricing te handlers is given in the following excerpt from a 

publication witten by HE. W. Gaumnitz and 0. N. Recd and goon to be 
ssued by the Department of Agriculture. 


The most iiportait seivic® rendered marvers by bargaining co- 
operatives is that of selling their milk to distributors.’ The contract 
between the producer membor and thé cooperative usually contains a pro- 
sion whereby the member agrees to sell his milk to the cooperative, or 
the EpOpGre tive 38 aopointed the soie salés agent of the producer for 
eon, som PMS end. ee dairy products, except milk-used by the pro- 
ducer for home cousumptio The association usually agrees to sell 
the milk of the member ana sabi to him the proceeds of such sale, 
subject.to certain deductions for covering the operating expense of 
the ek. Thus the cooperative stands in the position of being 
the sole sales agent of a large number of producers. While the pro- 
duction: of mi i cs 2 eas in the hands of a large number of producers, 
the output of such individual producers being very small relative to 
the totel produced'in the market supoly a ea, the sale of such milk 
placed in the hands of a single agency.“ Under these conditions the 
sale of milk lie ailege in large part a collective action and there arises 
the necessity for the formulation of sales and price policies. 


5 


The cooperatives, once organized, were immediately faced with tne 
problem of selling all the milk of their members. One writer summarized 
the problems confronting ne cooperatives, when they began operations, 
in the ee ES statement? 


"At that time we were confronted with irregular methods of bu: 
ing, irregular methods of payment, unsatisfactory conditions of weighing 
or measuring, failure to pay on the part of some buyers, and often ir- 
regular and unfair practices on the part of the producers themselves 37/ 


36 / Several cooperatives operate in some markets. 
37/ Allebach, ¥. D., "Aims and Methods of Collective Bargaining, " 
American Cooperation, 1928, Volume II. 


'The cooperative formed Curing..the poriodg of the World War and 
immediately th reafter, & perioc of rapid development of milk bargaining 
cooperative, 38/ apparently bargained with distributors for flat prices 
for oat milk. They were successful for a time in secur ring flat prices 
that they considered sa tistactory, probably due to the high level of 
prices for milk.used in manufactured dairy products, but this situation 
did not long continue. 39} 


"In. some cases where it appears that the flat prices estaplisned 
by tne cooperative were too high, reletive to the price of milk used in 
manutactured dairy products, enero ie would refuse to take the milk 
of all prognoers supplying them, leaving the product to seek a market 


LY} 


elsevheree— Horner puts the matter thug: 


"Quite naturally the flat price was first used because farmers were 
not faniliar with the conditions of the marxet. it was when distributors 
vezan to ask for a lower price because of large amounts of surplus that 
the producers saw the equity of avuse price basise. « 4 


38/ Metzger, Hutzel, Cooperative diarketine of Fluid Milk, Technical 
Bulletin No. 179, United States De partment of Agriculture. 

39/ "The enee huropean demand sreatly increased the price ofvcor. 
cdensed and evaporated mill during the World War. Fluid milk prices lageod 
‘behind DELces 70 r chic PRIS ee products from August 1916 to Arid 

Ile. With the rapidly increasing d eas for miik and other dairy pro- 
ducts from 1917 to 1920, marketing associations for _the moss part had 
little trouble in 6btainines hich a wear the flo at~price system: but 
it finally became evident tha sation of the war-time demand for con- 
cGensed and evaporeted milk ha t a large volume of these products for 
waich there was no protitable -o ete « e With the loss of profitable 
outlets for these products a fcw manufacturers closed nears plants, and 
those that continued to operate were enabled to do go only by paying pro- 
cucers greatly reduced Prices. ic result,.the- producers . . . could not 
force a rise in the flat-price level vhile the total cemand was below the 
total supoly. Distributors having a relatively large volume of survlus 
also became dissatisfied with the flat-price system because it fa ailed to 
recognize that a large part of their ene had a market value below the 
averaze on wiich the flat price was based. Bartlett, R. -W., Cooperation 
i sting Dairy Products, chapler I,<pp. Hees Loe: 

“40/ "Like other associations, ag ee as. we got started in 1917, we 
found that milk producers were in the habit of allowing production to be- 
Come very uneven and out of balance with demands. The supply would often 
be nearly double the demand and at other. times. of the same year the supply 
did not equai the demand. This situation was very disastrous and many 
procucers had no market at some seasons x see year +!» Hous .<O /entue same 
ic and Surplus Milk Clase: ification Policy ' American Coopera ration; leg5. 
volume II. 
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"There scems to be no reason why milk should be bought on a flat-price 
basis." 41/ 


Perhaps the most fundamental difficulty in pricing milk to dis— 
tributors on a flat-price basis is that distributors tend to vary widely 
relative to the proportion of milk sold in each use, coupled with the 
Tact that, in a market sufficiently large, differences in transportation 
costs per unit of milk and the product equivalent of such unit of milk 
operate so that the market tends to be zoned and milk used for fluid milk 
must command a price sufficiently higher than the cream equivalent of a 
unit of milk to cover the higher cost of transporting milk in fluid form 
ratner than as cream or other product forme 42/ 


It is rather well recognized that there are marked variations be- 
bween distributors with respect to the proportion of their total sales 
represented by sales of milk in fluid form. An example of this type of 
variation between distributors is set forth in table 8, which shows the 
number of distributors in specified markets classified according ‘to’ the 
proportion of their total milk sales that was sold in Tiuid TOTmM.>s vim 
the Boston market the proportion fluid milk sales are of total sales varies 
for. particular distributors from slightly above zero to over 90 percent, 
with 6 distributors falling in the former category and 4 in the latter. 
Twenty-one distributors sell over 50 percent while 15 sell less than 50 per- 
cent of their total sales in fluid form. In St. Louis, Missouri; Phoenix, 
Arizona; Richmond, Virginia; and San Diego, California, the range is not 
so great as in Boston but nevertheless wide variations exist. 


"Cooperatives, in bargaining for flat prices, found that two major 
difficulties confronted them, these being: 


EG ath they bargained for a flat price which would closely approx- 
imate the weighted average of the prices that would tend to prevail for 
‘milk and the cream and other product equivalent of milk f.o.b. city (and 
it probably is.a reasonable presumption that they would bargain for prices 
somewhat higher than such weighted average), the distributor who utilized 
a higher proportion of his receipts in fluid form than the average for the 
market would be placed at an advantage as compared to the distributor who 
utilized a lower proportion of his total receipts as fluid milk than the 
average proportion for the market as a whole: and 


"(2) ‘Under the flat price system distributors who utilize a siz- 
nificant proportion of. their total receipts in product form tend to cut 
off producers in order to bring their receipts and fluid milk sales into 


at aber SRLS RR Ra a a ee Ol 


41/ Horner, J» T., "A Comparative Study of Various Fluid Milk Marketing 
Plans," American Cooperation, 1926, volume ITI. 
42/ Differences in sanitation regulations for milk and the several pro- 
ducts also operate to increase the price of fluid milk relative to milk 
used for other purposes, since milk used as fluid milk usually has to meet 
more stringent regulations than milk procuced for use in product forme 


PBA 


43 /. 


Closer adjustment, or refuse to bargain with the cooperative. 


Metzger states that "With the coming of the cooperative association 
to represent the producers, the distributor continued to use the same 
argument for lower prices than he had used for years: That there was so 
much surplus he could not profitably dispose of the milk unless the buying 
price was low. In many markets it was felt that this was often used as an 
argument to place prices lower than they should bee It was proposed that 
the distributor show the producers exactly the quantity he sold for dif- 
ferent uses, and that a basis of payment be arranged according to the 
Quantities of milk sold in each of these classese The plan is usually 
known as the Classification" plan and sometimes as the ‘Use? -plensii2/ 


In an effort to overcome some of the difficulties of the’ flat— 
price system, @ system of pricing milk according to the form in which it 
was sold by distributors gradually developed. Apparently the plan was 
first used on an extensive scale in Boston, Massachusetts, Washington, 
D.C., and Philadelohia, Pennsylvania, about 1918. Since that time the 
plan has been instituted in a large number of milk markets. At the pres- 
ent time’ in most large markets milk is sold to distributors on the 
basis of a Classified price plan, that is, distributors pay different 
prices for milk depending upon the form in which they sell it. “In some 
markets a rating plantl oe used in such a manner: that it operated not 


43/ for example; 

"A dealer under the flat price system does not want to buy any 
more milk than he needs to take care of his fluid market. Therefore, when 
production increases above wnat he needs for fluid milky all“sortesof 
methods are used to cut down the supply. The dealer may tell the farmers 
to hold back a day's supply of milk. The result is that the farmers prob- 
ably sell the milk elsewhere at still lower prices. Cr the dealers neg~ 
lect to send a sufficient number of cans to take care of the product ion. 
The farmer, then, has no method, unless he owns his cans, of getting the 
milk into the market under a cut~price sale. It is a shut-back system of 
handling surplus.!! Bronson, We He, "“ifilk Price Formulas," American Cooper— 
ation, 1925, volume II. "Wilk dealers will not agree in advance to buy un- 
limited quantities of milk at fluid prices. that. are satisfactory to pro- 
Gucerse They’ will pay satisfactory prices for the milk which they can 
sell as fluid milk if the surplus of »vroducers! shipments can be paid 
for at prices which represent the value of those surpluses.'t Hough, (. 
He, "Basic and Surplus Milk Classification Policy," American Cooperation, 
igeo, Volumes tl, ‘ : oF 

44 / Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical 
Bulletin No. 179, De 48. United States Department of Agriculture, 
45/ Commonly called. the base-rating, basic-surplus, or base-surplus 
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only as a plan for prorating to producers the proceeds of sales to Bes 
tributors but also as a plan for selling milk to distributors. ‘This was 
accomplished by setting total ratings at about the same level as fluid 
Milk sales, and saifting producers emong distributors: so that the milk 
cach distributor was required to pay for at 'basic prices! closely ap- 
proximated each distributor's fluid milk sales. In this manner the rat- 
ing plan also acts as a Classified price plan under which the distributor 
is charged different prices for milk sold by him in different forms. 


{ 
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Some indication of the cevelopment of the classified price pian 
of selling milk to distributors is given in table 9. The historical 
Gata readily available are far from complete, certainly with respect to 
the dates the plen was instituted in cifferent markets and the number 
of classes of milk, but it is believed that the data are reasonably 
accurate in indicating the cevelopment of classification. The data 
indicate that -in 1918 milk was being sold to distributors on the basis 
of a classified price plan in two markets. In 1933, 30 markets were 
operating under the plan. It should be emphasized that these figures do 
not represent the total number of markets operating under the plan in 
the United States, since data are lacking for many markets. However, 
the figures probably represent the trend in the development of the 

poo eeray . 


(It should be stressed that the Classified price plan is a method 
Of seiine miik to distributors, that is, a schedule of prices for clas- 
ses of milk set up, such classes being based on the form in which Ge ie 
used by the distributore The widespread use of the classification plan 
for evaluating milk for the purpose of sale to'handlers indicates its 
usefulness . to the milk industry as tested by experience. It has aided 
considerably in eliminating the uncertainty in the producer's mind witn 
respect to the value of his milk as ultimately consumed. The second 
phase of the price making activities of cooperative associations is the 
method or methods of returning to producers the proceeds of sales to dis- 
tributors, which are discussed in a following section. 


Table 11 ~- Cumulative total of markets instituting 
classified-price plans, 1918 ='1933, inclusive. 
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Number of markets 
Year v7 operating under 


1918 : 2 
1919 | 3 


1920 & 


aly 37 markets operating under the’ classified price plan are not 
included in the above, duce to lack of data with respect to 
the date of institution of the plan. 
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lassification of milk as set_ forth in proposed INarketing 
agreement and provosed order 


Thrce classes of milk are Specificd in section 1 of article 1 oF 
the proposed marketing agreement and proposcd order for the purpose of 
pricing milk to handlers. These are! 


288 I - all milk sold or given away in the form of milk; and 21 
specifically accounted for as Glass Il or Clase Til mile. 


Class II - all milk used to produce cream (for consumption as cream), 
creamed buttermilk and creamed cottage cheese; 


Class III -— all milk specifically accounted for (a) as actual plant 
/ B ee 5 7 
shrinkage but not to exceed 2 1/2 percent of total receipts of milk and (b) 


1 


as used to produce a milk product, other than those specified in Cless Die 


Classification of milk, although not on a market-wide scale, has been 
an established practice in the marketing area since 1932. In October LOSS, 
under the Ohio Milk Marketing Commission, a classification of milk for the 
entire market was established as follows: 


Class I - that sold for bottled and bulk milk both plain and 
flavored for fluid consumption; 


Class II —- that sold for bottled and bulk cream, bottled and bulk 
buttermilk, and cottage cheese for fluid consumption; 

Class III - the remainder of the milk not sold as Olaee i) Om eG 
within the basic quantity, and the quantity received in excess of DaSee 


This classification is Closely related to the classification covering 
& portion of the market which preceded it and to the one which is provided 
for in the proposed marketing agreoment and Proposed order, 


Milk sold for fluid consumption in Cincinnati, as has been pointed 
out previously, must mect rigid health requirements and must be produced 
uncer conditions which conZorm to the quality standards laid down by the 
Cincinnati health authorities. Not only must such milk be of these high 
quality standards, but it must have certain other characteristicse It 
Must be of a fairly regular supply to meet the rather constant demand for 
it because fluid milk cannot be stored as can other Gairy products. It 
must be supplied from areas near the market so that it is easily available 
to the market in all kinds of weather and also because of the expense of 
transporting milk long distancese The inclusion of flavored milk in Class 
I is prompted by the consideration that it is essentially in the same 
category as fluid milk. Flavored milk in this market is not made solely 
from cream or solely from skim milk ané@ it is merchandised in the sane 
manner as fluid milk. 


nes 


Milk sold for consumptio s cream must also be handled on the farm 
under the same strict sanitation psn Ne ha gs are required of milk used 
poe fluid consumption. However, cream can be ored for short periods of 
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st 
out deteriorating, and, hence, not quite so even a supply is 
ested for cream as is needéd for fluid’ milk Im ‘practice, the milk used 
for creamed cottage cheuese, and creamed Weeeorts has had to meet the same 
quality and delivery requirements as milk sold en consumption as crcale 

All these uses named undur Class II require about the same type of supply, 
so that their supplics are interchangeable and ois necessitate one class 
Corel sneh mati. 
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In order tant the market shell st all-times have a sufficient 
Petty Of milk for Clacs LT and ’Class ll neods,) "on additionalssupoly ar 
milk of the some quality must be delivered to tae care of daily and 

asonal and even cvclical fluctuations in the demand. Although such 
excess milk is of the same high quality, it must compete on the market, 
at not sola es Class I or Class II, with milk for those manufactured products 
Weiteh do not require a hich Hors of milk. Hence such milk must be 
classified separately with a price in line with the price for alternative 
fases.e Tie Cincinnati bnen ta area is loca ted in an area where there is 
@ comparative abundance of available milk. There is at all times a large 
potential supply of milk and cream in and surrowumding the area which now 
supplies the fluid-milk for the marketing areae This source of supply is 
held out of the market by several factors. Three of these factors are: 
(1) the health requirements; (2) higher costs for the production of milk in 
reasonably uniform scasonzl emounts, and (3) trensportation costs. 


if, on the one hand, price’ differcntvals in favor of milk for *¢on= 
LD 
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sumption as:fluid milk gét wider than additional difficulties in protuction 
Par 


end aclivery justify, then famers wio ordinarily protuce butterfat sre 
Gysposed to ‘compete for a place in the markets If, on the other hand,’ the 
price differential is wtfan ani to the fluid milk producer an opposite 
movement taxes place. The c creameries and cheese factories, of wnicn there 


are 65, close to or within the neat ati milkshed, offer alternative 
outlets for the fluid milk which is trucked daily into the marketing 
ALrCae 46 / These alternative uses offered by such outlets, therefore, are 
the determining iota in the market value of that portion of the 
Cincinnati milk supply wiich is not used as Class I and Class II, 


tage of all milk used as Class I 


en 
Utieevariedefrom $1.0 oe arch sto 48.4 in iiay» The percentage of milk 
Ss 4 i fe) 


usec as Class II milk varied from 14.5 in June to 18.4 in December. The 
percentaze of Class III milk varied from 20.7 in February to 34.4 in 
June. 47/ 


These variations in percentages used in each class arise from the 
fact that the amount consumed as fluid milk does not fluctuate to the same 
extent as production. The amount of excess milk which enters the market 
:‘Varies markedly from time to time. 


46/ See figure 3. section Dy rant. he 
see table 14, Anoendix B. 


Interhandler and non-handler sales ; 
Section 2 of article IV prevides thay sane including skim milk, 
sold by a hendler to another handler or to a person who is not. a handler 
bu. who distributes milk or manufactures milk eocree shall be Class I 
milk; Provided, thats if the selling handler on or before the 5th day after 
the end of the delivery period furnishes to the Market Administrator a 
statement, waich is siened by the buyer and the seller, that such milk 
was used in Ciass II or Glass III, such milk shall be classified accord- 
ingly, subject to verification by the Market Administrator. 


e 
‘Sie 


One of the fundemental objectives of the proposed marketing agreement 
and proposed order is ‘that all handlers shall pay uniform prices for milk 
according to the whilization of such milk. The routes of milk from producers 
to consumers are so intricate and varied and the milk passes through several 
handlers, that as a practical necessity the milk must be classified at some 
focal point in the routs. In this way, only, can the market administrator 
be assured that sil handlers are paying for milk according to the use whic 
is made of. it. 


"'Qne Philadelphia dealer was found. selling bottled milk to oths 
dealers in violation of the foregoing (Pennsylvania Milk Control Board fixed 
prices for gales between dealers. both. for bottled and bulk milk)... . 

In all 24,554 quarts are saom by these transactions as having been sold at 
prices less than fixed by the milk control board, the total amount accruing 
to the benefit of the buyers of this quantity of milk oeing $497.29 below 
the prices they should have paid, according to the milk control board.. 

NTt is obvious that the. aoility ef buyers of milk to odtain their 
supply at lower prices enables them to resell the milk at lower than tne 


board prices." 48/ 

It is also obvious that if some handlers are able to buy their supply 
of milk at lower prices they will. also be able to resell the milk at lower 
than prevailing resale pricés to detter advantage than their competitors who 
paid full prices according to the estos ing agreement and order. This pro- 
vision in the marketing agreement and order is intended to remove the possi- 
bility that some handlers may Biel. such an advantage over other handlers 
through interhandler transactions, which advantaze could be used to create 
instaoility in the market. : 

Most of the internandler sales are fluid milk sales, so thay igaed 
reasonable to presume that all sales unless proven otherwise are Class I. 


48; Report of Federal Trade Commission on Sale and Distribution of 
Wilk Products, Connecticut and Philadelphia Milksheds, p. 81. 


\ 
Provision is made, however, that if guch milk is used as o.ass IT or Qisass 
IIT, then the selling hundler con, Upon suomittiing proof satisfactory to the 


administrator, pay the Class II or Class III price for such mile: 


Computation of butterfat in each class 


Section 3 of article IV provides for the determination of the quantity 
of milk in each class which the hondler has received from producers. ‘The 
computation of the value of milk for each handler depends woon the amount 
of outterfat utilized in each class. It is the purpose of section 3 to de- 
termine such use of butterfat in order that, as provided in section 2 of 
article V, the value of the milk used by each handler may be computed on the 
basis of milk of 4.0 percent butterfat content. 


It is provided, however, in paragraph 5 of section 3 of article IV 
that in the case of a handler who also distributes milk of his om production 
or in tne case of a handler who is wholly owned by a qualified cooperative 
association, the utilization of tutterfat purchased from other producers 
suail be proportioned on the dagis of the utilization of all butterfat 
received by him. Since 411 other handlers purchase within a specified way 
from producers, and since the miik purchased by a handler of this type is 
necessarily intermingled with what he may Celiver, it is necessary to 
specify the relation between milk purchased and milk delivered under his 
Own direction. The effect of this article is to classify his sales of milk 
purcaased according to class utilization of the butterfat in all milk re- 
ceived oy him, and to eliminate the milk of his ow delivery according to 
the same utilisation. 


section 4 of article IV provides for the computation for each han- 
dieser, tae nundredweight of milk in each class on the basis of Wilk” of 4,0 
percent dutterfat content. The computation merely involves dividing oy 


4 the outterfat computed for each class, in accordance with paragraph 5 
Ooesecvion 4 of article Ivy. 


Article YV —- Minimum Prices 


Class Prices 


The proposed »rice schedule for milk of 4 percent butterfat 
content set forth in the proposed marketing agreement and proposed 
order for the Cincinnati, Ohio, Marketing Area is as follows: 


Vee Glass Tat ho ars ener hundredweicht 
ee Class. tie. $2.00 per hundredweight 


5. Class III - four (4) times the average price per pound of 
Je-score butter at wholesale in the Chicago market, plus’ 30 percent 
thereof, Provided, that for a quantity of Class III milk not to exceed 
6 percent of the Olass 7 milk received from producers, the price shall 
be the average butter price above determined plus 3 cents miltiplied 
‘by 4. 


the prices for fluid milk of 4.0. percent butterfat test in October 
the latest month for which data are available, which would have given 
such milk the same purchasing power ag in. ‘the base period (August 1919- 
July 1929) were: for Class 1 milk — $2.83 ver hundredweisht: for 
Class. IT, milk ~ $1.97 per hundredweight; and for Class Til mike = 
$1.53 per hundredweight. (See table 12). | 

Any price for milk that is fixed in the Cincinnati Marketing 
Area mast be fixed with respect to the entire supply of milk delivered 
to the marketing area if the purcnasing power of producers is to de 
maintained and marketing conditions are to be stabilized in accordance 
wita the policy of the Agricultural Marketing Agreement Act of 93 


The prices established in the proposed marketins agreement 
and proposed order are slenificant with respect to the purchasing 
power of milk only as they are related to the nrice of commodities 
waich the farmers must buy. Consequently, s comparison of the prices 
set forth in the proposed marketing agreement and proposed order and 
their purchasing power of milk during a normal period for milk 
producers (August 1919-July 1929) is helpful in determining that the 
prices set forth are reasonable. In making this comparison an index 
of prices paid for commodities bought, as established by the United 
States Department of Agriculture, was used. With the use of this 
index and data on milk prices, it was determined that under similar 
conditions of production 2 Class I price of $2.83 per hundredweight 
in October, 1937, would have Siven producers a purchasing power of 
Class I milk equivalent to the purchasing power of Class I milk 
during the period of normalcy, August 1919-July 1929. 


ty 


‘S$: .£0R. com 
b. FOB City, 
vy. years; 


and, parity x £ 
Oat Len seareel oy ota 


Spm earner Van nA ge meter ame Re Say 5 hee ree cnrpesnerinrce tress Jisaaeapy sees J ermenoeieicee. Sue eg ES ear pec as 


Index of os PRLCES »: peid for 4 0% vont owt. , FOB Cie: 
eee ee ec eo 
Year ‘prices paid everess.: iy. 8 TL Caner) ann Class IIT 3/ 
& ‘Oy farmers | Prices) . Patity: Prices « Parity + Prices: Parity 
month Ou como di ties maid, “~pricesr paid pmrices 4 paid § prices 
eee SOULS. ob. gil ul) os peed Woe ~ Angnyivade), rage Ae 
' Percent . Deliavs | Dollars! Dollarg: Dollars: Dollars'Dollars 
August 1919—: 
Ow OO 8 BE hy BAe Che: ecece 


a ‘ 
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1933 68.0 Peal ae 1,68 Lest 
1934 ZGii/ 252) ree) (nate 1.39 Lol 9S). eee 
1935 7300 Te Pate Wiis 76. in De 69 1.693 Lice Ooo 
1936 PA aes ree Br Oa hid. Cok laa ee eee 
1937 | ry ee: 
ganuary | Bil + Bars 2-387 BeO Ogi |e OO. ie 1 BOR Blea 
February | Sor mg Py Bote oe “heen i» 2aOt el BOUren aaa 
March 82-4 Bree Deilag hel wee 2250400" “VARGO ee 
April , 83.6 acne aap eee 2.064) JA COR etroe 
Mey 8306 2075 SATO 2500 22060) “leet Leer 
June 83.8 Bald B00 OCG 2:06. * 9) 164 ees 
July 83.0 ee ee On By 21.00 2205. py eA ee 
August 82.4 275 Bett » e000 ta 22504. sul. eels 
September | 81. eo oe Tee OO nals ae 25 OO L260) 7h Lene 
October | 77 ) 2082 : Pe Maa SE ae Pars: 
November | i ; 
Decemper ! 


a All milk sold or distributed as milk, both plain and flavored, and, all milk not 
specifically accounted for as Class II or Class III milk. 
oi All milk sold or distributed for consumption as cream, creamed buttermilk, and 


creamed cottage cheese. 
3/ All milk for (4) plant shrinkage Within reasonable limits and (b) supplying 


outterfat for milk products other than those specified ss Class II. 

4/ Compiled from information supplied by the Cincinnati Sales Association. 

/ Calculated by relating she estimated Glass II and III prices to the estimated 
usage in each class (monthly percentages for 1935 supplied by the Cincinnati 
Sales Association) assuming the Class I vrice to be the amount neces ssary to give 
the average price as adjusted from series by the B. A. E. Crop Reporting Board. 

6/ 92-score Chicago butter, times 4.0, plus 35S. 

7/ 92-score Chicago wmtter, times 4.0, plus 5%. 
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Under similar conditions of production Class df end. Clase air 
prices of $1.97 and ee 53 per hundredweigh: in October 1937 would 
have given mill solid i these classes a purchasing power equivalent 


to-that of milk: sold a such classes during the period August 1919- 

July 1929 In computing these above prices i+ was necessary to 

construct classified prizes since flat prices were the only Dsices . 
available during 1919-192¢9.. 49 / The classification and class usage 

of milk used for purposes of d determining these prices was that which 
prevailed during 1935. ~ - 


such a comparison is used ag a guide in establishing prices 

in order that no unduly enhanced price shall be included in 9 market-— 
ing ae ee or order. Conditions under which milk has been produced 
since 1919 in Cincinnati have differed markedly from time +o time. 
Health requirements for mili production Aave become more and more 
rigid. The varying conditions under. which milk has been produced 
and supply circumstences of local character, such as the vrevalence 
of drovgnt or vlood, mee lipossible a close comparison of milk prices 

and purchasing power at present with such prices and purchasing power 
aban the base period. 


i accordance with section 3c (13) cf the ericultural Market— 
ement Act of 1987, the fact that the proposed Class I price’ 

per hundredwei 2ht ee the estimated "parity price!! 

tos the deterwinatior oF whether the -nstitution of the 


S e 
"parity price" would he unreasonadle and whevher the proposed price 
» e 


OPS G2. 7D De hundredweight is réasonadl ‘in view of the "price of 
feeds, the available Stppiles of feeds, and other economic conditions 
whieh affect market supply onc demane for milk cr its products! in 
tne marketing area. 

The available information indicases that the institution of 
& price for aoe I milk equal to the ‘parity price" of $2.83 would 
be at the present time unreasonable in view of the price of feeds 
the available supplies 0f Teens, and other economic conditions 
affecting market supv.» and demand for milk and its products. 

The price of Class I milk in ae market has been 4 
$6075 per hundredweight (the samc ag tha: eka: din the proposed 
cee ving agreement and propos.d orde Sees Auzust 1936. ‘The pest 

on 


determining whether such a aie e - reasonabls is to ascer— - ” 
ee what has happened to sales and supply during the period such 

price has been in effect. Since Augus't, 1936, the relative quantities 

or Class I and Class Il milk solé in Cincinnati have shown no appreciable 
change other than peat seasonal. fluctuations. 


49/ Tables of computed prices with formulas presented in appendix Bs. 
tables 18, 19,,.20. re 
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However, during this same pericd, from Aucust 1926 to date, the Class 
[Il (surplus) miik available has averaged approximately 30.0 percent 

of the total milk delivered to the market. This represents a volume 

of milk slightly more than sufficient to fulfill the market needs 

for Class I and Class II milk even-with comparatively wide fluctuations 
in such demand. It is thus demonstrated quite conclusively that during 
the period August 1936 to date, the Class I price was high enough to 
induce producers to deliver a quantity of milk slightly ereater than 
tae amount necessary to cover the demand for Class I and Glass II milk 
plus an operating reserve to cover minor fluctuations in such demand. 

mn the other hand, a price higher than $2.75 per hundredweight would 
nave tended to be associated with sn increase in deliveries by pro- 
ducers - since it has been demonstrated that a price of $2.75 per 
hundredweight has during the past year been high enough to bring forth 
a sufficient supply - thus burdening the market with an excessive, 
undesired surplus. During this period, therefore, the "parity price" 
would not have been reasonable for the Cincinnati, Ohio, marketing area. 


Le 
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A consideration of the current and probable future prices of 
feeds and the available supplies of feeds also demonstrate the 
unreasonableness of the present use of the Nparity price! for Class J] 
milk in the proposed marketing agreement’ and proposed order. During 
the seven months ended October 31, 1937 the index of the average price 
of 8 feedstuffs in Cincinnati has declined 34.7 percen* (1935=100) 
and is e2e7 percent below the level of October 1935. As the following 
figures demonstrate, the available information on crop conditions in+ 
dicates that there will be materially larger supplies of most feeds 
during the next few months than in the winter of 1936-1937, thus com 
paratively low prices of such feeds will probably obtain. (See table 
iss.) 


The supplies of feed grains are 41 percent greater in Ohio, 
Indiana, and Kentucky than they were in 1936. The supply of tame hay 
harvested this year is 42 percent larger eee the production of tnat 
crop in the same three States in 1936. 50/ 


The prices of corn and alfalfa hay have not declined as markedly 
as nave the prices of other Secs It should be noted that these 
latter prices are still high relative to butterfat prices in Ohio. 

(Seo figure 1). 


Woile the current situation with respect to feed prices is more 
favorable than was the situation earlier this year and in the fall 
montns of 1936, the dairy industry is facing increasingly strong com- 
petition for feed from the hog and beef cattle enterprises. While 
the index of feed prices has been declining rapidly from a peak of 
143.9 (1935 = 100) in April, the index of hog prices in Ohio increased 
from 96.8 (1923-29 = 100) in April to 105.9 in October or 9.4 percent. 


—— — —— asapaeeionainad 
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50/ See appendix A for further data on production conditions. 
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Table 14.—- Feed grain production and. tome hay harvested in 1937 
as indicated by the October 1 crop report, United 
States Department of Agriculture, 193? ; 
hae spuds Feed grain production ote wet el ee ates ie i 
harvested 
1936 ESE, es 
ye Ee od poet | ' 1936 1 1937 
f ‘corn 1/< Oats | Barley: Total.corn 1/; Oats i Barley: Total: -. i 
OOO Mien LOOO SELOOO Ry L000: 1000 ;. 1000 ' 1000 : 1000 « 1LQ00. * 1000 
tons : tons ' tons : tons; tons {| tons : tons : tons: tons ; tons 
Ohio 3,405 ean te ‘4,065: A-£95 2 Bess 131 ‘5,013: 2, 715 : ‘Sy bo 
Indiana | 3,235? 616; 9. {3,860:.5,417..: 729). 28: -6,161:1, 760 : 2,502 
Kentucky! 1,525; 17: 11 !1,553) 2,140,; 32 22.:2,194: 643 ; 1,443 
Total: 8,165 :1,281 | 32 '9,478:11,876 :1,434 ; 58 13,368:5,118 | er? 
Percent : : : Jhon) pega : , +42% 
change : : 7 sient oe nee 
From 
1936 
1/ Grain equivalent on entire acreage of corn for all purposes. 
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In Indiana the corresponding index increased from 96.2 to 106.3 or 10-5 
percent, during the same period. Similarly, beef cattle prices, as shown 
by an index of such prices, increased from 101.0 to 108.4 in Ohio and 
from 104.3 to 116.8 in Indiana, or 7.3 and Nia eS, percent; respectively, 
(1923-29 = 100). ‘These data indicate that these two enterprises aro 
competing strongly with the dairy industry for the available supplies 

of feed and that any decrease in the price of milk below the present 
level would tend to be ‘associated with a movement toward the beef and 
¢attle enterprises. Such a movement, if begun, might cause a shortage 

of fluid milk for consumption in Cincinnati. nie 


In view of the above considerations, it is believed that a price 
of $2.75 per hundredweight for Class I milk which reflects the current 
situation with respect to prices and supplies of feed and other factors 
affecting supply and demand, will bring about stable and orderly market- 
ing conditions in Cincinnati andis a reasonable maintenance of: prices 
‘for this market. e a> 


The quantity of milk which is used for Class II purposes does 
not require, as’ stated previously, the evenness of supply that is re- 
quired for Class I milk, because cream and the other products included 
in such class can be stored for short periods without deteriorating. 
However, the quality of milk required for Class II milk is equivalent 
to that used in Class I and the necessity of filling the demand for the 
products included in Class II necessitates a price for such milk above 
thet. paid, tor mil for manufacturing purposes in order to induce a 
sufficient quantity of milk to the market. The "parity price" for Class 
II milk for October 1937 is $1.97 per hundredwei ght which is approximate- 
ly equal tothe price of $2.00 per bundredweight for Class II milk as 
estadlished in the proposed marketing agreement and proposed order. The 
price of $2.00 per hundredweieht for Class II milk has been associated 
with the proper volume of milk and there seems to be no reason for a 
change in sich price at this time. 


It is proposed that the method of determining the Class III price 
be that of a formula based directly on the price of 92 score butter 
sold wholesale in Chicago. This method of determining the pricesis 
used because the Class III price must be in line with the prices paid 
for milk used by processors in the supply area. Class III must compete 
for a market with the milk used for those manufactured products which 
do not require a milk of as high quality as the milk used in the higner 
classes. The 30 percent addition represents the value of the skim milk 
and the overrun from monufacture. However, for a quantity of Class III 
milk not in excess of 6 percent of his Class I milk the handler shall 
pay 4 times the average butter price plus 3 cents. This price, repre- 
senting the butter value in Class III milk of the named quantity, is 
allowed on that named quantity of 6 percent of his Class I sales in 
order that he will not have to pay more than the actual worth as butter 
of milk which is intended for Class 1 use but which is returned from 
retail and wholesale routes. Such milk can be salvaged only in the 
lowest use. — 


“It is also proposed that a minimum price of $2.15 per hundred- 
weight be established for milk sold to a recognized relief agency and 


delivered to the residence of a relief client. The price established 
for charity milk is $ .60 per hundredweight below the price which 
handlers are to pay producers for Class I milk. Because of the nec 
essity of milk for relief uses due to its high nutritive value, pro- 
ducers nave indicated a willingness to sell milk for such uses at a2 
price somewhat below the Class I price. On the other hand, producers 
benefit somewhat probably by selling some milk at the charity price 
which would otherwise be included in a Lower usé classification. 


Computation of Value of Milk for Each Handler 


Section 2 of article V merely instructs the market administrator 

as to the manner in which he shall compute the vale of milk sold or — 

used by each handler. All such values added together represent the 
total obligation of all handlers to producers. In computing the value 
of milk in each class, the quantities of milk to be paid for at the 
applicable class prices are computed on the basis or, 4.0 percent butter- 
fat test. Available data5l/ on the test of milk sol} in the market has 
demonstrated that the average butterfat test of milk sold by handlers 
is very close to 4.0 percent, which is the test required of milk to de 
paid for at the applicable class prices and is also very close to the 
average test of milk received by handlers from producers. {It is de- 
sirable in determining the quantities of milk to be paid for at each 
class price that the average test of milk received and milk sold oe as 
nearly as possible the same. . When this is so there can ve little chance 
for producers or handlers to realize any advantage regerding the cost 
of milk which, when quantities of milk to be paid for at the various 
class prices are determined, may accompany discrepancies between the 
butterfat tests of milk received and sold. 


During the period of State regulation, October 1943-June 1935, 
in the Cincinnati market, handlers were required to determine the quan- 
tities of milk to be paid for at Class I and Class II prices by convert— 
ing Class I. and Class II sales to a 3.7 percent butterfat vasis.2</ The 
quantity of milk not paid for at Class I and Glass II prices would be 
paid for at the Class III price. Tne handlers, however, interpreted 
the State order to mean that Class I and Class II sales should be con- 
verted to the basis of the average butterfat test of milk purchased to 
determine the quantities of milk to be paid for at the Class I and 
Class II prices. The quantity of milk remaining would be paid for at 
the Class III price. By such interpretation, the higher the tutter- 
fat content of milk actually received over the base of 3.7 percent, 
the smaller the proportions of Class I and Class II sales woul¢. be ~ 
paid for at Class I and Class II prices. In other words, if th? av- 
erage outterfat content of milk received by a handler was 4 percent, 
only 92.5 percent of his Class I and Class II sales would be paid 
for at the prices for those classes. If the butterfat content wis 


————— ee neces pnampehancmen chai nsaaaP ain Raa A aT TTT 


51/ See table 21, appendix B. 

52/ Prevailing test of milk sold in the market at that time approx- 
jmated 3.7 percent. A test more nearly approximating 4.0 percent now 
obtains in milk sold by handlers. 


below the base (3.7 percent) then, of course, the distributor would, 
theoretically, be supposed to pay for more milk than he actually sold 
im Class 1’ snd 11.53 


It igs important to bear in mind, of course, tnat the smaller pro- 
yortions of total sales of milk reported 3s Class I and Class Tl sales, 
the greater proportion which is forced down into Class III, since all 
milk not paid for at Class I and Class II prices was to be paid for at 
Glass III prices. As the average monthly butterfat tests of milk pur- 
chased were substantially in excess of 3.7 percent, the conversion of 
Class I and Class II sales to the butterfat test of milk purchased was 
decidedly to the advantage of the handler, as not only would smaller 
quantities of milk be paid for at Class I and Class II prices but 
larger quantities would de paid for at Class {ll prices. “The effect 
of computing the quantities of milx actually paid for at each class 
price by this interpretation of the State order as compared with the 
quantities that would have been paid for at each class price, had Class 
I and Class II sales been converted to the basisiof 3.7 percent butter- 
fat test (the prevailing test of milk sold), are here shown for the first 
6 months of 1935. 


Utilization of milk as reported by Cincinnati handlersL/ 
on basis of average butterfat test (3.9861 percent) of 
milk received, compared with utilization on basi st on a7 
percent ovsterfat test, in quarts, for first 6 months of 
RSD 
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‘Class I my and Class II; Class I 2/ and Class Il Number or quarts :Per- 


‘sales reported on basis; sales computed on ‘oy which Class I icent 
Class of average butterfat ‘basis of 3.7 percent rand Class Ii of 


‘test of milk received ‘ butterfat test (sales were TONE t a eas 


c ‘ed and Class III :fer- 
Moa ‘gales increased ence _ 


Class I af 25,513,085 | 27,459 , 750 | 1,946,665 | -7.6 
nee ae 7,181, 623 | 7,757,419 : 575,796 | 8.0 
Class III | 12,274, 267 | 9,751,806 3 2,522,461 420.6 
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1/ The distributors involved are those wno cooperated with the local con- 
trol commitivee. 
2/ Includes Class I-A. 


If Glass I and Class II sales had been converted to the prevailing 
butterfat test of milk sold (3.7 percent) the quantities of milk paid for 
at Class I and Class II prices by the handlers covered by the table would have 
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53/ As shown in Part A, p- 33, the cutterfat test of milk purchased 
during the two-year period ended June 1937, averaged 4.1 percent. 
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been 1,946,665 and 575,796 quarts, or 7.6 and 8 8 percent, respectively, 
in @xcess of the quantities actually paid for at the two class prices. 
The quantity of milk paid for at the Class III price would have been 
pedee, 461 quarss, or 20.6 percent, less than was actually paid Sorvat 
that p5L ce. Y= 


Lae to prevent csither pivauslb eee or dis stributors from gaining 
a pricing advantage with respect to milk utilized in the higher classes 
that in section 2 of article V it is provided that in the computation 
of the value of milk utilized in each class the milk used in each class 
shall be converted to a 4.0 percent butterfat basis, which -approximated 
very closely the average test of milk delivered and milk ‘sold. 


Section 3 of articlé V provides tnat each handler shall be noti- 
fied on or before the eighth day after tae close of each delivery period 
of the value of milk computed in accordance with section 2. 


54/ This discussion adapted from Report of Federal Trade Commission 
on the Distribution and ‘Sale of milk. aun.d. Mili Pu roducts, House Document 
No. SO, PPe 36-88. ‘ ; 
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Article VI - Computation and Announcement of Uniform Prices 


The Agricultural Marketing Agreement Act of 1937 provides for 
two methods by which total payments to producers may be distributed. 
The first of these, commonly called a "market-wide pool", is for all 
hendlers to pay all producers in the market a uniform price for milk 
of the same grade and quality, based on the total utilization of the 
milk in the market. The second of the methods, commonly called a 
"handler pool", is for each handler to pay a uniform price to all his 
producers in the market, for milk of the same grade and quality, based 
On fis Utilization of the milk, 


Taere is provided in the proposed mar rketing agreement and pro- 
posed order the first plan, whereby the total proceeds from the sale of 
all milk of producers to all handlers are pooled, and then eduitaoly 
apportioned amone all producers. As the Classification of milk accord- 
ing to use and the uniform pricing of milk to all handlers according to 
tha: classification have put all aondlers on the same competitive basis 
with respect to the prices to be paid all producers for milk, so this 
plan of equitably apportioning the proceeds of milk among a ae puts 
all handlers on a comoarable competitive basis with respect to the prices 
paid to each of “heir producers for their milk. It is simply an exten- 
sion of the pla. commonly used by handlers and by cooperative as soclations. 
If a creamery so.4 75 percent of its milk as Class I and Class II, and 
25 percent as Ciass III, it did not pay 75 percent of its producers the 
Class I and Class II price, end 25 percent the Class III price. Suca a 
method obviousl: would not have been equitable, and under such a plan 
there covld be Little hope of any staoility in the market. It is 
natural to expect that, if some producers who have been inspected and 
who meet the health standards aud other requirements necessary for 
the delivery of Class I and Class II milk do not get a share of that 
murket, they will undertake to do so, Cooperative organiza tions have 
recognized this problem and have attempted to give all such producers 
an equitable share of the fluid milk and cream market. Thus, a much 
more orderly market is establisned. In the Cincinnati, Ohio, market 
the existing cooperative associations have tried to accomplish this 
end oy recognizing the fact that tae producers whose milk mects the 
health requirements of Cincinnati in the longs run would receive their 
share of the market. They nave given to each member who met the aodove 
Qualifications his share in tne market through association pools which 
included nearly 90 percent of tne market. Many non-member producers 
selling milk through a cooperative association have shared in the market 
throug: on association pool. ‘The proposed marketing agreement and pro- 
posed order proposes to continue the principle involved in this plan by 
including the fluid milk sold into a "market-wide" pool. 
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Tie pooling plan incorporated into the proposed marketing agree— 
ment and proposed order for the Cincinnati, OAlo, marketing area aoes 
not require the milk marketed by tue Cooperative Pure Milk Association 
to be included in the market pool. This agsoCiation owns its distribut— 
ing outlets, the Frenciy Bauer Company and the Townsend-West Company ; 
controlling the milk of ‘ts members from the farm to the consumer. 1% 
is the only cooperative in she market in this unique position of naving, 
for some years, owned such outlets for its milk. 


Is is provided, under the oroposed marketing agreement and pro- 
cosed order, tas mili which may De purcnased by shig organization from 
producers not its own members, shail be classified in the market pool 
proportionately with the milk marketed for its members, but that the 
milk delivered by its own menbers shall be exempt from such pool. 

‘In view of the history of this market,.and the apparent under-— 
standing among tre producer geoups, it does not appear necessary to 
include in the maricet pool the mili delivered by producers wno market 
their milk through taeizr own digtribution outlets. To state it difier— 

ently, it does not appear that it will be necessary for the Secretary 
TO.80 as tar ine marketing agreement and order for the Cincinnati 
market in regulating the operations of a distributing cooperative to 
prevent disorderly competition in marketing milk, as it has been or may 
>be necessary to go in some other markets to prevent disorderly compe- 
tition. On tue same grounds, the proposed marketing agreement and 
proposed order Coes not regulate the handler wno may algo be a producer, 
xcept with respect to that milk which he may purchase from other 
producers. | : 


If conditions later crange, oF +f the evidence produced. in the 
public hearing should show a different condition, than it is believed 
exists, appropriate provisions can De incorporated in the marketing 
agreement and order which will cover the situation which exists. In 
tiie way there is accomplished.a stable market program under which every 
qualified producer has his share in the approtionment of tre proceeds 
of milk in that market. ES aes 


The prices providea in the proposed marketing agreement and 
oroposed order have been shown:in the analysis to be prices wnich are 
fair and reasonable. Tne Agricultural Marketing Agreement Act of 1937 
provides for "prices that .will.give such commodities (milk an vas 
instance) a purcaasing power equivalent to their purchasing power during 
the base period. The level of prices Waich it is declared to be the 
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policy of Cohgréss to establish... . be such level as will reflect 
the price of feeds, the available supplies of feeds, and other econo- 
mic conditions which affect market supply and demand, for milk or its 
products in the marketing area to which the contemplated marketing 
agreement, order, or amendment relates." 


In a stabilized market there would be but one price for all the 
milk delivered and demanded in each of the various classes provided in 
the proposed plan. But in practice, for many reasons, such as the wide 
separation of producers and, probably, because of their location, with 
only one outlet for their milk, there have been almost as many indivi- 
dual prices in milk markets as there have been transactions between 
handlers and producers. Such conditions create instability in a market 
with no way for anyone to determine what the actual price of milk is in 
the market. The prices proposed will clear the market for each class 
of milk and in this way establish a stability and efficiency not possible 
otherwise. 


The milk from some producers in the market is not needed at all 
‘seasons of the year, yet it is necessary that such producers be complete-— 
ly equipped and inspected the whole year in order to deliver milk of the 
required quality in the seasons when their milk is needed. In order that 
these producers will go to this expense and trouble they must be allowed, 
and are entitle’ co share in, the fluid milk and cream market during the 
whole year. If such is not the case, the competition for a market would 
cause the seasonality of prices to be very marked, and cause much dis-— 
ruption in the market. In addition to the competition of such producers 
for the market, there is also the competition for the market by new 
producers who have so adjusted their deliveries and are producing such a 
quality of milk that they are now desirable producers for fluid milk 
handlers. Then, too, tnere is the competition of those few who, as 
in other businesses, prefer making individual gains at the expense of 
others to having a stable market. Some competition is desirable and 
constructive and it is such that is fostered and aided by the proposed 
plan, eliminating much of the destructive competition. Experience has 
shown that muca of the competition is bound to be destructive, and it 
is such competition that must be regulated. 

The lack of any efficient plan for the equitable distribution 
of tne proceeds from fluid milk and cream sales among producers has 
been a principal cause of the unsatisfactory conditions in the Cin- 
Cinnati, Ohio, Marketing Area, and has led to destructive competition 
among handlers and producers. One reason for destructive competition 
in milk marketing is the desire to pass to others the expense of carry- 
ing the excess of milk which is necessary in the market. There is need— 
ed during the year some excess to cover the daily fluctuations in the 
sale of fluid milk and cream, and in the flush season of production 
there is a considerable amount of such excess milk produced in the market. 
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In Cincinnati all milk is shipped into the marketing area and is delivered 
in guch varying amounts that it cannot always be handled efficiently. 
Another reason for inefficiency is that large quantities of milk are con-— 
centrated with certain handlers, and others in the market are at times 
without a supply of milk sufficient to cover their requirements. 


experience a shortage of milk, those who are in need of milk are inclined, 
in following their own best interests, to go beyond the regular supply 
area or to in@uee creamery producers to become fluid milk producers, 

thus expanding tae millshed-and bringing a greater surplus of milk to 

the market. Under the proposed marketing arrangement it would be to 

the advantage of all handlers and. producers to shift about in the market 
the milk of the regular fluid milk produgers in accordance with the needs 
of all, thus “eeping the surplus milk.at a minimum and gaining the effi- 
ciencies accompanying tne optimum distribution of tne regular supply. 


When some handlers have ‘an excess of milk to. dispose of, it also 
is possible for such individual. handlers to cut prices to séll more 
mili in fluid form than to process the milk delivered in excess of — 
their fluid sales. : 


In order to obtain a larger share of the fluid milk market, some 
producers are willing to accept temporary prices below what are actually 
needed by them to cover their expenses. Such a condition as this moti- 
vates handlers to seek cheaper sources of supply, invites price-cutting 
by other, grouvs, and creates a very unstable market. The following 
jllustration shows now handlers as well.as producers in.a market can 
gain for a time a decided advantage. . | 


Assume that the Class I price is $2.00,.the Class II price is 
$1.50, and the Class III price is $1.00.:. Assume also that the sales 
of fluid milk in the market are 60-percent of total sales, sales of 
Class IZ 20 percent, and sales of Class III 20 percent. Then, a hand 
ler paying the full price for nis milk would pay. to nis group of pro- 
ducers, if they were to carry their share of the surplus, the following: 


60 pounds as Class*I’ '. @ $2.00:=.$1.20 
20 n " W. II @ SHO =. 50 
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Composite price per hundredweight $1.70. 


In order that all producers will continue. to deliver a sufficient 
supply of milk of wholesome quality. required for Class fle hae is assumed 
that they must receive at least $2.00 per hundredweight. But, in the 
short run, with a fixed investment some producers may be induced by a, 
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‘handler who offers a slightly higher composite price than the composite 
price for the market, calculated according to the class utilization of 
all ‘milk delivered to the market, to allow their milk to be delivered 

“in the city at a lower Class I price. . Under this arrangement some milk 
which is not needed to cover daily fluctuations in sales can be sold 

for fluid use. The following illustration attempts to explain the reason 
why a. particular handler can underbuy other handlers in the market and 
yet pay his producers a slightly higher composite price. 


If one handler has a larger percentage of his milk utilized as 

- Clasis I than the average percentage for the market which he mig sht have 
gotten by selling some milk somewhat below the prevailing price in the 
market; and yet continues ito get the full »rice from.his regular custom- 
- @rg Cay practice not uncommon in. many milk markets, particularly in ats 
wholesale trades), then he might return He these PECERCO TA.) 


60 pounds as Ouaas I “ $2.00 & $1.20 
Cyn ill tt " ih @ 1.75 5 lyS 
20. Extlieg tH cy dl seat Ee e) 1.50 - 030 
LO ede Merit ey eta t Td Gr ersO0 ise. LO 


Composite price per hundredweight Slay ¢ 


This handler will thus have underbought the market, and yet, by 
so doing, could save increased his composite price to producers by 
$0.075 per hundielweight, some or all of which he could pocket. But 
this handler could increase his Class I, assuming no incréase;in Clase sa 
in the market, only at the expense of other handlers; in the market. The 
other producers delivering to the other handlers’ in the market would then 
receive only: 


$1.00 


50 pounds'as Class I $6 $2.00 = 
Oa a til tiawt Mcgee Mls soak ds Paes ad alah O 
40 i . “ DLL CO grata OOF mio. 50 


Comoosite price per hundredweight $1.60 


More than likely, however, in order ‘to-retain his fluid milk 
sales and maintain his price to producers, this. type of handler would 
lower his price to those.customers to whom the cut—price milk was of- 
fered. Eventually, before the first cut—price handler finally succeeded 
in selling the milk, he might have offered it to several customers and 
thereby have forced -down the price on fluid milk sales on many times 
the volume of milk which he has to offer. In. this way, the price for 
fluid milk in the Bgee market is and was forced down to a lower level. 


Tite Rronbaes Reeth ag ‘reement and proposed order attempts to 
eliminate such practices among handlers by requiring them to pay for 
the milk according to the use made of it by allocating equitably among 
all producers the proceeds from sales. Certain handlers will no longer 
be allowed to underbuy other handlers in the market, gain a larger share 
of the market sales than is proportionally theirs, and to cut market 
prices. 
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Evidence. that unfair practices have been carried on in Cincinnati 
are shown here. As the following statement taken from a report of a 
Federal Trade Commission investigation 55/ of marketing conditions in the 
Cincinnati market.reveals, several unfair trade practices have been used 
by some handlers to reduce payments due producers and to gain a price 
advantage in purchasing milk, For example, as described in connection 
with the compilation of the values of milk utilized in each class, during 
the last six months of State regulation of the Cincinnati market, or 
the first six months of 1935, underpayments were made to producers in 
the below-described proportions due to a purposeful misinterpretation 
of the State order. 2 Peet é 

"If Class I.and Class II sales had been converted to 3.7. percent. 
butterfat, the quantities of milk. paid for. as Class I,.and..Class, Il. pri- 
ces by the distributors covered by the table would have: been. 1,946,665... 
and 575,796 quarts, Or 7.6 and & percent, respectively, in excess of 
the quantities actually paid for at the two class prices. -The quantity 
of milk paid for at the Class. III price would have been 2,522,461 quarts, 
or 20.6 percent, less than was actually paid: for at that price.!! 


Much of the destructive competition which existed in the Cincinnati 
Marketing Area was temporarily eliminated, and many improvements in 
market practice were made, by the action of the State authorities during 
the period October 1933 to June 1945, by means of an order which establish- 
ed minimum prices, a pooling. plan, and the Classification of milk. How 
ever, interstate commerce in milk delivered to the Cincinnati market 
which was outside the jurisdiction of State authorities has never been 
regulated, and the destructive competition which arises from the movement 
of milk in interstate commerce can be eliminated only by the enforcement 
of a Federal marketing agreement and order regulating the handling of 
the entire supply of milk in the market.- A well-defined program pro- 
vided for in the proposed marketing agreement and proposed order will 
eliminate unfair competitive practices and will stabilize marketing 
conditions in Cincinnati, thus aiding producers, handlers, and consumers. 


The actual operation of the plan to apportion proceeds among 
producers works exactly as if all handlers paid.into the market pool 
the total value of (1) their Glass I milk, times the Class I price, 
plus (2) the Class II milk times the Class II price, plus.(43) the. 
Class III milk times the Class III price, on the basis.of milk of Ta) 
percent butterfat., The total amount of this pool is then divided among 
producers according to some equitable plan,. which, for this market, is 


a rating plan. The market administrator's office acts merely acs 
clearing house for the transactions. 


There remains room for competition among producers to make 
additional gains for themselves through superior quality and efficiency. 
After the milk has been, received. at the milk plant the handlers and 
cooperatives compete with each other..on the: basis. of efficiency of 
operation and distribution, and any gains so made are not shared with 
the rest of the market. 


: Ele wee 
55/ House Document No. BOL, 74th Congress, 2nd Session, Pp. S62885 
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The actual mechanics of computing the total value of the pool 


are provided in article IV and article Y of the proposed marketing 


agreement and proposed. order. .In sections 1 and e of article VI is 
provided the administrative procedure for translating the.class prices 
into uniform price to all producers. In this section are provided the 
means by which the total pool shall be paid out to producers, with the 
adjustment to apportion equitably among producers this total value of 
milk for each delivery period according to their marketings during a 
représentative period of time. 


In order to present more clearly the most important calculations 
involved in the computations of the total value of all milk and the 
blended price to be naid producers, an attempt is made to describe such 
calculations. in this section by means of an example. 


For purposes of exposition it is assumed tnat there are only three 
handlers in the market. Bach handler reports to the market administrator 
his receipts of milk from producers and his sales from which the administra-— 
tor determines the classification as shown in table 1. 


The prices assumed for milk in each class are presented in table 
15. With these prices the market administrator determines for each 
handler the total value of his milk and also the total value of all milk 
in the pool. These values are presented in table 16. The total amount 
of $147,500, the total value of the milk of all nandlers in all classes, 
is to be distributed among all producers. 


Table 14. Reports of sales of handlers in semple pool 


CLASS il Class I] Class. Tite: 


(Converted to 4.0% (Converted to 4.0% (Converted to 4.0% 
butterfat basis) butterfat basis) butterfat Mera) 


Fundredweight Hundredweight Hundredweight 
Handler A 35,000 10,000 20,000 
Handler B 4,000 3,000 6,000 
Handler 0 5, 000F 5 500 £1 55000. 
Total 42,000 16,500 31,000 


Table 15. Prices per hundredweight assumed in sample pool 
BY etOle Lire city 


Class I S2.00 
Class II 1.50 
Class III 1.25 


Table 16. Total value of milk, by classes, in sample pool 


Class I Class II Class III Total 


Dollars Dollars Dollars Dollars 

Handler A 70,000 15,000 25,000 110,000 
Handler B S000 4.500 79500 20,000 
Handler C 6,000 5,250 SG con 17,500 
Total ~ 81,000 _ 2k, 750 38,750 147,500 


The proceeds of the sale of milk to handlers are to be distributed 
among producers according to a rating plan. The total established and 
delivered ratings of producers are presented in table ies 


Table 17. Total established and delivered ratings of 
producers in sample pool 


Total established Total delivered Total milk Excess over 
ratings (Cwt.) ratings (Cwt.) delivered delivered 
: (Cwt.) aes (Cwt.) 
Handler A 58,500 53,500 65,900 6,500 
Handler B 9,.100 9,100 13,000 35900 
Handler C 8,450 8,450 4 500% 3.050 


Total 76,050 76,050 89,500 13,450 


c 
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‘The next step is to determine the total value of the ratings in 
the market: All excess milk ig to be paid'‘for at the Class III price so 
that the total value of such milk would be the total deliveries of excess 
milk times the Class III price, 13,450 x $1.25 = $16,812.50. This amount 
is subtracted from the total value of all milk,’ leaving a value of milk 
represented by ratings equal to $130,687.50, as shown in’table 18. 


Table 18. Amount available for payment of delivered ratings 


Amount handlers Payment for Amount available 
are. obligated excess over _ for delivered 
reo ney V phy delivered ratings’ 07 atings 8 3 
Dollars Dollars bei. np EMRE, 
Handler A 110,000... aye eee Ly 101, 875 
Handler B SOOO0 en eat © UY 875 | o 153125" 
Randler C 17,500 _ Pit boone OO 15,687.50 
- Total “Ty, 500, 2 16, B12. 50. "130, 687.50. 


The -rating-or blended price which ie eae eee pay producers 
for milk represented by their ratings delivered is now computed; 


Delivered Blended price Payments to 
Pabincs a to producers producers for delivered 
wien Ayes re eee ratings 
Hundredwei ght yp OPEN vite “pollars 
Handler A 58,500 1.7180 100,526. 40 
Handler B 9,100 1.7184 15,637.44 
Handler C S450 1.7184 een eo. ee 
Total 76,050 130,684.32 * 


$150,587.50 ** 76,050 (cwt,) = $1.7184 blended price to pro- 
ducers for delivered ratings 
* The small discrepancy of $3.18 between $130,687.50 and 
$130,684.32 accounted for by tne dropping off of the final 
decimal points. 


The administrator then notifies handler A that the total value of 
his milk for the delivery period is $110,000 and that:he is to pay direct 
to his producers $100,526.40 +$%,125 = $108,651.40 for rated and excess 
milk and because the total amount to be paid to his producers is not as 


‘great as the market value of the milk as used by him, he is to pay the 


difference of $110,000 — $108,651.40 or $1,348 6p eh producers through 
the administrator. hie 


The administrator notifies handler B that the total market value 
of his milk is $20,000 and that he should pay direct to his producers 
$15,637.44 +$4,575 = $20,512.44,.. This is a larger amount than the value 
of such milk as used by handler B. In this case, so that the producers 
shall receive the full price for their milk, such producers receive through 
osname and their handler the difference of $21,512.44 and $20,000 
or $512.44, 
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The administrator, in like manner, notifies nandler C that oun 
total value of his milk is $17, Sa and that he. is to pay his satceaes . y 
$14,520.48 + $3,812.50 = $18,332.98. As. in the case of handler B the” - G 
amount to be paid producers of ee C is: greater than the value ole 
milk as used by handler C. Hence, he receives the difference of © - 
$18,332.98 — $17,500 or $832.94 through the administrator to pay pro- — 
ducers. F: x 


Thus, when all these transactions are cleared each handler has 
paid the same price for all his milk of similar quality in each class 3 
and each producer has received an equitable snare of the total value of 
all milk. The administrator has received through the pool $1, 348.60 and 
has paid out $1,345.42 (the difference of $3.13.igs due to the dropping 
of the final decimal points). 


If producers deliver obuhe with other than ips 0 percent butterfat 
test, the test of milk assumed in the examples, they are to be paid for 
the quantity of butterfat. in their milk above or below 4.0. percent test 
at the rate of 4 cents per point of text. Paragraph 4 of ‘section 2 of 
article VI provides for an adjustment..in the computation of the total 
value of base milk to take care of variations in the butterfat test of 
milk delivered by producers. 


If a handler should fail op pay into the Pet at administrator 
that parteot hie total obligation whieh is we be paid to producers by 
way of the market administrator, the paying out of. the-pool will be 
reduced by that amount. If a handler has so failed in one delivery per- 
iod, it is reasonable to expect.that he may repeat his failure in the 
next. Experience in operating market pools under licensees has shown 
that some‘ handlers will tend to.make their reports and-.then fail to make 
payments, making necessary a further guide to the make-up of the pool than 
that of having a report. in-hand.*. Such a, procedure, prescribed for the 
market administrator, in no way rel inves the handler of his violation 
of the marketing agreement and order... To cover such a contingency the 
market administrator is authorized (article VI,. section .¢,. paragraph 7) 
to withhold from the rate per nundredweight the fraction,of a cent re- 
maining, if any. The withholding of the money is not a deduction but 
simply a deferring of the full. payment. until the money..is sure to be in 
hand. Inevitably, some reports will be late, some payments will fail to 2 
reach the market administrator on time, and,errors -will.be:made in both 
reports and payments. The provision for a deferred payment gives the 
market administrator a method by which to meet the practical problems which 
will arise in connection with the pool and still preserve practical equi ay, 
in the distribution of money among producers. Any cash balance from a 
deferred payment of one pool is added to the rate per hundredweight to be Si 
paid producers as calculated in the next:following pool. The blended price 
announced by the administrator,..therefore, reflects the pooled utilization 
of milk for the delivery period less the, fractional cent.deduction, plus 
the cash balance of the settlement fund which represents an. amount collected 
ae qua Be the previous Pi period. 
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Section 4 of article VI provides for the notification of each 
handler of the prices for milk in excess of base, for milk delivered 
by new producers, and for base milk, and shall make public announce- 
ment of the computation of the price for base milk. Only by public 
announcement can all who are concerned, particularly producers, in 
the milk industry in Cincinnati and vicinity know promptly what blen— 
ded or base price has been computed by the administrator for rated 
milk. The producer has the opportunity to estimate very closely the 
return for milk delivered. — 
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Article VII — Payment for Milk 


Section 1 of article VII provides that on or before the 5th 
day after the end of each delivery period, each handler shall pay 
each producer, from whom he has received milk, $1.00 per hundred- 
weight for all milk delivered during the delivery period. Section 2 
of this article provides. that on or before the 10th day after the 
end of each delivery period, each handler shall pay to the market 
administrator a check in the amount of the value of milk computed 
for him less the amount of the deductions and charges itemized on 
his producer payroll for said delivery period, and less the amount 


paid out in accordance with section 1. 


The requirement that all handlers must pay completely for 
their milk within 10 days following a delivery period assures 
producers of prompt payment for milk and prohibits handlers from 
using the credit of producers to finance their business. It prevents 
some handlers from gaining an advantage over other handlers by delay-— 
ing payments to producers when their Competitors pay producers 
promptly. Furthermore, prompt payment is necessary in order for the 
market administrator to determine the compliance of handlers. 


section 3 of article VIt provides for the prompt correction 
of errors in reports of handlers and in the making of payments to 
producers. All errors are to be corrected not later than the date 
for making payments next following the determination of such Crrorc. 
The prompt correction of errors by handlers which may or may not be 
willful insures the unwavering compliance of such handlers and 
enables those who are owed money due to errors to receive that money 
promptly. 


Article VIII - Settlement Fund 


Article VIII provides for a settlement fund which is merely 
an account into which the market administrator receives monies paid 
to him in accordance with the fractional-cent subtraction provided 
for in the computation of the price for base milk and the monies 
paid him as provided for in section 2 of article VII, and out of 
which he pays on or before the 20th day after the end of each deliv— 
ery period to producers who delivered to a Handler who paid into the 
settlement fund the value of their rated and excess milk. 


For the butterfat in his excess milk, which enters into com— 
petition with manufactured products, the producer receives the excess 
price and for base milk he Yeceives the base price, subject to the 
butterfat differential. This butterfat differential represents a 
compensation between producers who deliver milk of identical 
Characteristics except for a difference in butterfat Content. As 
stated previously, this differential amounts to 4.0 cents per point 
of test above or below l.o0 percent in milk purchased during the 
delivery period. The value of additional butterfat in the marketing 


area is not different from the value of butterfat in Class I milk 
because. additional butterfat for Class I use can be purchased only 
at the Class I price. Some of the additional butterfat in the 


milk not used in Class I would be purchased at a price nearer the 
manufacturing level. Hence, a butterfat differential of four cents 


appears to be a correct allowance for additional butterfat in all 
milk over and above milk testing 4.0 percent butterfat content. 


A "new producer" who delivered to a handler who paid into the 
settlement fund the value of milk received receives from the settlement 
fund an amount computed by multiplying the butterfat in his milk by the 
new producer price, as provided for in section 1 of article VI, less the 
amount of any charges which have already been paid by the handler to 
whom his milk was delivered. Thus, the new producer receives the low- 


est use Classification value of his milk during the period in which he 


becomes qualified for a share in the fluid milk market. 
Article IX —- Determination of Bases 


Article IX provides for a rating plan for the purpose of paying 


out to all producers who are included in the market pool according 
‘to.deliveries during a representative period of time, the total value 


of. milk for each delivery period. The initial rating of each producer 
is proposed to be a quantity of milk for each delivery period calculated 
as. follows: 


Producer's Initial Daily Base.-~ On or before the 15th day after 
the effective date of this instrument, the market administrator shall 
inform each producer and the handler to whom he sells, of his daily 
base which shall be in effect for the first three calendar months 
of 1938 and which the market administrator shall compute as follows: 
Divide the total milk delivered by each nroducer during the months 


of July, August, September, Qctober, November, and December, 1937, by 


the number of days on which such producer delivered milk and adjust the 
figure so determined by such a percentage as will make the total of ald 
figures approximately equal to 130 percent of the average Class I and 
Class II milk sold per day during July, August, September, October, 
November, and December, iy Sou by all handlers to whom such milk is 


‘delivered. 


The daily rating of each producer as above determined is 
proposed' to be in effect for the first three calendar months of 1936. 
After the first quarter of 1935 the producer's daily rating for sub- 
sequent calendar quarters shall be computed as follows: 


Producer's Daily Base.— On or before the 15tn day after the 
¢lose of each calendar quarter, the market administrator shall inform 
each producer, and the handler to whom he sells, of his daily base 
which shall be in effect for tne next calendar quarter and which the 
market administrator shall compute as follows: Divide the total milk 
delivered by each producer not in excess of his base during the 
preceding calender quarter by the number of days on which such 
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producer delivered milk and adjust the figure so determined by such 

a percentage as will make the total of all figures equal to 130 percent 

of the average Class I and Class II milk sold per day’ during the ‘pre- C 
vious calendar quarter by all handlers to whom such milk is delivered. 


In this way the producer's rating is adjusted quarterly accord- 
ing to his ability to deliver in the preceding calendar quarter. " 


For each delivery period, however, for the milk actually delivered, 
each producer will have a delivery period rating computed in the folloving 3 
manner $ ; 


Producer's Delivery Period Base.— For each delivery period the 
base of each producer shall be computed as follows: Multiply the daily 
base by the number of days on which he delivered milk. 


New producers who have qualificd to become regular producers 
and as such are entitled to a rating, shall receive a daily rating com- 
puted as follows: 


New Producer's Daily Base.- On or before the 15th day after 
the close of the second full calondar month after deliveries are first 
made dy a new producer to a handler, tho market administrator shall 
inform each such producer and the handler to whom he sells, of his 
daily base, which shall be in cffect for the remainder of the calendar 
Quarter and which the market administrator shall compute as follows: 
Divide the total milk delivered by such producer during the period 
when he received the new producer price by the mmber of days on which 
deliveries were made and adjust the figures so determined by such a 
percentage as was used in determining the bases of other producers for 
the current calendar quarter. 


It has been shown in the discussion that milk in the market 
is priced to handlers in accordance with the purpose for which the 
milk was used by them, and the proceeds from the sale of milk are dis- 
tributed through a market pool. The next step in the proposed market- 
ing plan is to provide some means of equitably apportioning the pro- 
ceeds of such milk to producers. 


This plan proposed is the type of plan commonly know as the 
"rating" plan. This plan provides:a means by which each producer shares 
equitadly in the fluid milk and cream market. It has been pointed out - 
that in this market as well as in most. markets the sales of fluid milk 
and cream vary much less on a seasonal: basis than do deliveries. - Hence, 
during the short season of deliveries milk delivered in the supply area 
is more nearly equivalent to the fluid milk and cream needs of. the mar- 
keting area than is the case in the flush seasons of deliveries when de- 
liveries are considerably in excess of fluid milk sales. ‘The deliveries 
of individual producers making up the total deliveries of the market vary 
markedly with respect to a seasonality of deliveries 
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Many producers who have long been delivering milk for fluid milk 
consumption deliver in accordance with the handler's needs throughout the 
year, and hence their milk is mach more acceptable to the fluid milk 
handler because then he does not need to carry any excess milk with the 
accompanying expense and trouble of adding producers in short seasons and 
dropping them in flush seasons. ‘He can adjust his purchases of milk to 
his fluid milk and creeam-sales much more economically and efficiently. 
Hence, the calculation of a producer's rating on the basis of a season 
when deliveries are short end milk is more in demand by handlers for the 
fluid milk end cream trade is an equiteble means of prorating the pro- 
ceeds of fluid milk and..cream sales to producers, for it is only that 
amount of milk that he can be Naas on to potines every month of the 
year. 


' Producers are at liberty to increase or decrease their deliveries 
of milk, at any or all seasons of the year. It is-probable that some pro- 
ducers will find thet it is profitable for them to deliver more milk in 
flush seasons and others will find it more profitable to deliver more milk 
in the short seasons, -Others may find it more advantageous to deliver in 
accordance with market requirements. It is the deliveries of this last 
group of producers which are of greatest demand among handlers. ‘The 
percent of feed purchased, the percent of cattle “purchased, and the type 
of farming practiced by a producer are some of the factors that will 
determine which is the most profitable seasonality of deliveries for hin. 


That the rating plan.is a commonly accepted market mechanism is 
evidenced by the large number of milk markets wherein the proceeds of 
sales to handlers are prorated to producers through the rating plan. On 
the basis of available: information it appears that the rating plan was 
started in Baltimore, Maryland, in 1918, Since that time the rating 
plan has been instituted in a large number of important milk markets and 
has come to be recognized as an equitable method of prorating to producers 
the proceeds of sales to handlers. (See table 19). Table 20 shows the 


number of markets operating under the rating plen, by years, 1918 to 1934. 


The use of this plan of prorating to producers the proceeds of sales to 


-hendlers spread slowly end by 1929 ten markets were operating under the 


plan. By 1933 the number of markets operating under the plan had in- 
creased to 27 and in 1934,:34 markets were operating under the plan. The 
development of.the rating plan has not been limited to any one section of 
the country. 


According to the figures given in table 19, markets in 17 States 
were operating under the plan. The States included, among others, such . 
widely separated States as: Massachusetts, California, Georgia, Oklahoma, 
and Michigan. 


As has been indicated previously, the deliveries of milk for the 
marketing area have been at all times in excess of the fluid milk and 
cream requirements and at times run much higher than are required to 
meet the daily fluctuation in demand for fluid milk and cream. The 
average amount of surplus in the market during 1936 was about 30 percent. 
Such an excess is considered to be adequate to teke care of any 


Table 19.- Milk markets operating with rating plans 1/ as a part 
of the market structure, and date of institution of 
rating plan on these markets, as of April 15, 1936 


_—_—_— a i a a a al late Ml na F a ‘ ~* 
Year rating plan 


Market State Effective date : was -establi Vaveyee od 


:of license ‘ (Approximate) 

Baltimore Maryland * Aug. 1, 1934 : 1918 
Philadelphia 2/ : Pennsylvania ‘Aug. 25, 1933: — sts 
Detroit ¢ : Michigan ‘April 1, 1934: 1923 3/ 
Newport ‘ Rhode Island coe i de ae as 1923 
Ann Arbor : Michigan aa Ly Wels 1923, 4/ 
Grand Rapids : Michigan ety wth Bae. 1923 
Washington : Dist.of Columbia: ia 4 Warch 1, 1924 
Los Angeles i California . iJune 1, 1934; Feb. ->- . 1926: 5/. 
Saginaw : Michigan PS ite le vee, ae * ied 
Louisville we Kentucky, ‘June. 1, hae ae 1929 6/ 
Savannah | ‘Georgia. AUS tee L64ue aN Te ee 
Chicago ‘ Illinois ee cise eee toy ieee i. s 1829 
Des Moines : Lowa: gut eb. melee. a 3 1930 7/ 
St. Louis : Missouri pMarchiaies ot - 1930 8/ | 
Boston : Massachusetts *March.16, .-f .: 1930 9/ 
Richmond ' Virginia : May apr tihy : 1930 
Alameda County : California pul yao thes 1930 
Lansing ‘ Michigan 2 OO ate walh t 1930 10/ 
Muskegon : Michigan in Al mee 1930 
San Francisco : California Oct ee ey, Sas 1930 
Greater Kansas City : Missouri-Kansas Fe CWmelet | Gireiecd ae ie. ae 1931. 
Providence ‘ Rhode Island sors Lames calles eee al 
New Bedford ‘ Massachusetts ee ae . . §OSL 
Fall River _! Massachusetts 2 ae ns (ESL 
Evansville : Indiana ere fa ae 1932 
Southern Illinois : Illinois Ott, elon gies 1932 
Atlanta : Georgia HENCION We alk, Bike it ‘Tose 
San Diego 3 California ‘Feb. 1, 1935: 1932 
Quad Cities ‘ Iowa-Illinois ‘dune 1, 1934: July 1933 12/ 
Battle Creek ' Michigan ede l, 1934. Sept. 1933 
Kalamazoo ~ : Michigan vai i ae = 1933 
Omaho-Council Bluffs | Nebraska-Iowa ‘Feb. 23, 1934! Feb, a5, deeaeiay & 
Lincoln ‘ Nebraska ‘March 17) "a 1934 
Wichita : Kansas ae ane are Be! LT panei 1934 14/ 
Leavenworth : Kansas hei Moy 16) Te i aera 1934 
Bay Gity : Michigan aa Ae The CL Ma aes 1934 
Flint : Michigan ee " ry toe ose 
Port Horan ‘ Michigan ae u oy ee 1934 15/ 
Tulsa ‘ Oklahoma ppgiduees Mote) ue ore 1934 16/ 
a) Sponsored in every case by a cooperative association of producers in the 

market. | 


2/ Operating under the "old" license policy. 
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Horner,: J. L., Michigan: State College, Special Bulletin No 170, p. Sl. 
Abandoned ofter several years. Reestablished in 1930. 

Source: U.S.D.A. Technical Bulletin No. 179, Cooperative Marketing of 
Fluid Milk, by Hutzel Metzger. 

Introduced about 1929 but discontinued in fa mea of 1930. Reestablished 
in later years. 

Rating plan dropped from license December 5, 1934, 

Rating plan discontinued under license as of November 16, 1934. 

There had been in effect for several years another plan prior to the 
present one. 

Operated only temporarily. Effected again in June 1934. 

Two early attempts failed. Reestablished in February 1934. 

Abandoned in March 1934. Added to license September 1, 1934. 
Apparently no rating plan prior to the license. 

No rating plan prior to License. 


The rating plan had been used over a small part of the meee oe for several 


years previously. 
Established as a license feature November 5, 1934. 


Compiled in most cases from transcripts of hearings for proposed 


marketing agreements for milk. 


SiGe. 


Table 2O0.- Number of milk matkets wherein rating plan was 
| instituted during the yoar, and cumulative total, 
1918 —- 1934, inclusive © oi at 


7 - + Number of markets where ‘rating : Tee | 
Year plan was started during : Cumulative total 


Pretntilbalas the year ; 
1919 - : a ee a : » ess 
1920 : Tis | e 
1921 : 2 
1922 : : 2 
1923 : . 3 ; 5 
1924 : 5 
1925 : 5 
1926 : 1 6 
1927 A 7 7 
1928} ? 
1929 3 10 
1930 8 18 


be 
~O 
ies 
P 
ae) 
ae) 
SS 


1932 4 24 
oa és 27 
1934 ? 34 


The datn are incomplete in that no information is available cover- 
all milk markets. Tho data given in the above table are taken from 
transcripts of hearings on milk licenses, and four markets operating 
under a rating plan were excluded due to lack of information with 
respect to the date the plan was institutod. 
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fluctuations in sales. Thus if producers rn supply at all times of the year 
50 percent of the Class I and Class. a, sales. there would be a very economic 
and efficient handling of milk in the market. 


The rating plan is not a new feature in the Cincinnati, Ohio, 
marketing area. Tho benefits of such a plan were recognized in the market 
as early as 1926 and such a plan was adopted in an order issued by the Ohio 
State Milk Commission in 1933. 


Thus, the rating plan provided adjusts all ratings in the market 
to an amount of milk which would adequately care for the fluid milk and 
cream sales in the market even during the short seasons. There is nothing 
to prevent a producer from making his deliveries of milk at any season and 
in any amount that he wishes. The plan, however, does take cognizance of 
the economic fact thet.milk delivered in accordance with market needs from 
season to season is in greater demand by handlers of fluid milk and cream 
than milk delivered with a high seasonality without regard to seasonal 
requirements. 


' Article X - Marketing Services 


The Agricultural Marketing Agreement Act of 1937, as amended, 
states that the Secretary of Agriculture may pz vide for marketing ser- 
vices as follows, (Section 8c (5) an ae 


"Providing (i) except as to producers for wnom such services are 
being rendered by a cooperative marketing association quelified 

as provided in paragraph (F) of this subsection (5) for market 
information to producers and in the verification of weights, 

sampling and testing of milk purchased from producers and for 

making appropriate deductions therefor from payments to producers..." 


The types of service to be provided are specifically set forth, 
namely checking of weights, sampling and tests of milk, and market infor-— 
mation. The former has a direct bearing upon the size of payments received 
by producers, end, in turn, the stability of the market structure; the 
latter provides for the dissemination of such information to producers 
as will aid them in a better merketing of their products. 


Article X of the proposed marketing agreement and proposed 
order provided for market service to producers. In section (2) provision 
is made for a deduction, of four (4) cents per hundredweight from the 
‘payments made to producers, such monies to be expended by the market 
administrator for market information and the verification of weights, 
sampling and tests of milk. Similarly, section (1) provides that if a 
cooperative marketing association is found to be qualified under the 
requirements of paragraph F, section 8c (5) of the Act end is properly 
rendering the services to producers enumerated in article X, of the pro- 
posed marketing agreement and proposed order, then the monies deducted 
by handlers from the members of such association shall be paid over to 
that association. 


} 


"Tairly complete records of receipts, sales, and Prices by... 
class and by dealers ere also in constant demand. They form the basis 
of market summaries ond are invaluable for keeping the management 
end the membership informed on market conditions. They are necessary 


before the Association can adequately plan its 
bargaining procedure, and before it can answer 
questions which come up from day to day..." 


marketing program or 
intelligently the many 


"Another consideration which has influenced the practices of 


@ number of associations in the last few years 


is the fact that other 


agencies in the market have the desired information already compiled | 
and in many cases apparently are willing to make it available to the 
essociations at any time. This has been the case in some markets 
under Federal or State control. As a matter of insurance against 


future needs, it would appear to be the better 
for the individual associations to compile the 


rather than to let some Other agency take over 


in this respect. 56/ 


Gaels declared to be the policy of Cong 
Agricultural Marketing Agreement Act of LIOT. 
producer cooperatives. There is no restrictio 


policy in the long run 
information re gularly, 
all their responsibility 


ress, &s stated in the 
to recognize and encourage 
n in the proposed market- 


ing agreement and proposed order which would operate to the disadvantage 


of, or tend to supplant, their work, Rather, 
by reason of a recognition that the cooperativ 
ship with their members, probably are in a bet 


these services to their members than ig the ma 


Experiences of the cooperatives have de 
rendering of marketing services to their membe 


such services are encouraged 
es, due to a close relation— 
ter position to render 

rket administrator. 


monstrated that the 
rs is a desirable feature 


in the proper functioning of the market mechanism. Producers generally 


do not have available facilities to determine 

their milk, Neither are they in a position to 
content. Yet, without verification of the wei 
Itined by the handlers, producers often questio 
prices paid then, Marketing services in the n 


that service, 


accurately the weight of 
test precisely its fat 
ghts and tests as deter-— 
n the accuracy of the 
ature of check weighing 


Undoubtedly, spot checking of the purchases Of milk of indie 


vidual handlers by the market administrator wo 
weights and tests, and, in TUL b.ne accuracy 
However, the producers, as stated heretofore, 
Their primary concern is that of ascertaining, 
of weights and tests determined by handlers to 


uld suffice in verifying 
of price computations. 
desire more than this. 
not the general accuracy 
whom they deliver milk, 


but of the exact weights and tests of their own deliveries, 
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56/ "Beonomic Analysis of Bargaining Problems of Milk Cooperatives," 
Farm Credit Administration, Cooperative Division, p. 45, 
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The presentation of marketing information to producers has 

become a necessary adjunct to an intricate marketing process. TWith 
this information producers are better enabled to understand current 
market conditions. The United States Dopartment of Agriculttire regular- 
ly furnishes information.to producers in the form of crop and livestock 
reports, outlook statements, etc. This service is maintained only * 
because producers realize it is indispensible. 


The dissemination of current local market information, such 
as price aspects of the market, local supply and demand conditions, etc., 
by the market administrator serves an identical purpose. 


It is a difficult matter to estimate precisely the size of the 
deduction that will be needed to cover the costs of rendering the 
services set forth in article X of the proposed marketing agreement and 
proposed order for the Cincinnati, Ohio, marketing area. The market-. 
ing service deduction which has existed in Cincinnati for a considerable 
length of time has been 4 cents. It has been the experience of the 
market that a 4-cent deduction is sufficient to cover the costs of 
rendering such service. It has been found in other markets that. a 
similar deduction for marketing services has been sufficient to cover 
their costs. For example, in the Louisville, Kentucky, market the 
costs incurred for rendering marketing servic s over a period of 
25 months of Federal regulation amounted to $.03937 per hundredweight. 
Audits of the books of the market administrator give full assurance 
that the marketing service funds are used correctly. 


Article XI - Expense of Administration 


The market administrator must necessarily incur many expenses 
in his operations; he must maintain a personnel sufficient to (a)-com— 
pute periodically the prices to be paid by handlers to producers, 

(b) record and verify the sales reports of handlers, and (c) provide 
for contact work with handlers and other parties in the market. 


This provision of the proposed marketing agreement and pro- 
posed order provides a maximum of $.02 per hundredweight and, if -the 
funds so collected appear to de too high, the payments by handlers 
may de waived or lowered as to any delivery period. The handlers are 
thus assured that the amounts assessed from them shall be adjusted 
to the requirements of the market. The bond required of the market 
administrator and the periodic audits of his records give every 
reasonable assurance that the monies are properly handled. 
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ey oie Supplies of Foed, Groins, and Hoy : 

The United States supply of feed grain for the 1937-38 season is 
104,273,000 tons, 38 percent more than the small 1936-37 supply. The : 
figure represents cin carry-over of old crop corn and oats on tetas on 
duly 1 plus ee 1937 crops of all corn, oats, barley, and grain sorghums, 
as indicated by the October 1 crop Report of the United States Depart- 
ment of Agriculture. The Department.of Agriculture, Bureau of Agricul- 
turel Economics ee estimated that there will be 106,000,000 grain- 
consuming animal units on January 1, 1938. ih) On the basis of those 
data, the prospective erain-consuming animal units for the 1937-38 
' “season is .98 of a ton, 35 percent larger than the corresponding 1936-37 
supply and 2.7 percent larger than the 1928-29 to 1932-33 five-year 
average. 

Feed grain production in the North Central region, which is the 
major surplus grain-producing region of the country, affects feed grain 
supplies and prices in other areas, particularly the adjacent areas. The 
Penne milk supply area is located on the southeastern edge of the 
North Central feed grain region. 

The United States supply of tame and wild hay for the 1937-38 if 
qeceni Oe 90,530,000 tons, 8 percent more than the 1936-37 supply. The 
figure represents the farm stocks of hay on May 1, plus the 1937 har- 
vested hajy crop as indicated by the October 1 Crop Report. The Bureau 
of Agricultural Economics has estimated that there will be about 


77,000,000 hay-consuming animal units on farms on January 1, 1936.2/ 


MW The Feed Grain Situation, August 26, 1937, p. 14. 
/ ee 
2/ Ibid. 
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On the basis of those data, the prospective hay supply per animal unit 
for the 1937-38 season is 1.18 tons, 10.3 percent more than the 1936-37 
supply and 2.6 percent more than the 1928-29 to 1932-33 five-year 
average. 

Total production of corn (grain equivalent in entire acreage), 
oats, and barley in Ohio, Indiana, and Kentucky was 41 percent greater 
in 1937 than in 1936. The tame hay harvest in those States was 42 


percent greater in 1937 than in 1936, 
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Table 2. Index of prices paid by farmers for commodities bought, wholesale 
prices received by producers for ell milk per hundredweight in 
Ohio, Indiene, and Kentucky, and percentage change in such prices 
from 1929, by years, 1929-36, ond by months, 1937. 
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Index of 


ey ee : prices Farm price of milk sola |; Percentage change 
nt end: Dvens wholesale per | a. since 
<r farmers | hundredweight 1929 
‘OTA Come st = $$$ $$ 
.. modities : 
; bought, ! ohio : Indiana! Kentucky! Ohio : Indiana! Kentuck; 
Aug.1919 . 2 oh 
: -July1929 : ple! Uae Aaa. i ace 
' Percent | Dollars Dollars... Dollars; Percent: Percent: Percent 
1929 05:55 12'2.5o <o.ca We iiowe. (Cc meee | ee ee - 
1930 ; | BO.58 i 02.09 ‘Se.28 Sass eae. lee 
Boe, ; V7.4” £91.62) SL 7: 8 sh? | oO) ee 
1932 66.8 ! Jas f° 140 “5 Tipet S55 os 244.9) eee 
1933 68.0 $ 2.16 { 1.82 :. LiB6)  S-54s050 240.0) ee 
1934 Pt.) 76.7 2 1.50 ¢°1.48 5. Ieee SY lagtai 417) eas 
3935 7%: ok | 8.08" 18065 1 1.6Be Fl GOS Bo4eer G8) ) ee 
1936 U7 41 3 B19 LO.) i TR eS On Soe ae 
1937 > : 
January | oR OE th hohe 2-20 2.B0 i we GaLOs 2 Bleed ~12.9 
February | B2.4 } 2.15 = 2.20 : 2:90 3 -14.7'> Sig ei 
March! 82.4% 142.05 282/05 yoiwee.80 iE lear: Ploro ees 
April 83.6 2.05 2.05 Sgns fe S807 | 219. 20 eee 
May 83.65 1.05 iel55° wt 20 fe 2.6 | one o eee 
June 83.5 1.900) WP Ire ‘7-190 . 4 4424,6 :. =<87.2 Weeewe 
mis ° | 83.0 1595: bo lvOBi» b> Aver TS S228 . Revie eee 
August | 82.4 1 CO 190 : Us.)  ae4.6 © 1-25.2) ee 
September: Siuiti ae: 2, Ome ay os B05 8 2 26. 2 185.0) See ae 
Octoven’ i. | OS ie ts Sees SLOG fh hal4.% 15,4 a ee 
November : ; . 
December. + mo ke 


Compiled from reports of the Bureau of Agricultural Economics, Division of 
Crop and Livestock Estimates. 
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Table 5: Types of Farming Areas in Cincinnati Area, 
with their description and perce of 
income from dairying. 


Type area Description of Farm Ais Percent of 
number incoie from 
dairying 


ee ee ee 


SecA Southern Indiene - General, part-time, self-sufficing, 
some livestock, dairy, poultry LS 
325 Rast south centrel Indiana + Livestock, some cash gra 8 
324A . Southeast Indiana —- General poultry, livestock, mee 
: self-sufficing, part-time Lig 
324B | Similar to (A) with truck 13 
328 Louisville ~ Dairy, tobacco, potatoes, truck, pert-tine 20 
Spe Miani Valley — General, livestock, cash grein, dairy and 
tobacco 18 
BOS. « _ Fayette-Champaign - Livestock 13 
356 Cincinnati - Dairy, tobacco, general, part-time PA) 
35 7h: Maysville-West Union - General, tobecco, livestock, self- 
sufficing oh oh. AS 
365 Outer Blue Grass — Tobacco, livestock, general farming 8 
366 . * Outer Blue Grass - Tobacco, general farming ,livestock 9 
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Compiled from the 1930 Census of Agriculture "Types of Farming in the 
United States". 
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Table 15. Prices per hundredweight received by producers for all milk 


sold wholesale in Ohio, Indiena, Kentucky, end in the 


United States, 1910-1936 


fa gE 


Year Ohio Indiana ‘: Kentucky 
ae SDoMere Dollars + Dollars 
1910 1.51 1.69 } 1. ois 
1911 1.43 16/40) ae 
Poe Pe ieee OG, oe 1.99 
1913 1.65 oval’ Mane ‘Beal 
1914 1.65 evra oes ; 
1915 hy eee EL 
PeroTé. > ce ae 2.20 
1917 2.45 evsce Boor 
1918 3.06 7 esona |”: o.0n 
1919 Scare REG ot 2, BO 
1920 set Bape 4.09 
1921 2.40 Sipee 2.90 
1922 2.0% 2,05 * 2.45 
1923 ; =A Oem POs gt <i hae ; 
moet 8 26 ee a B62 
1925 2.40 eA 2762 
1926 2.40 ; Benes: 2.56 
go et. Mi BOL ; 2.50»: Dae 
1928 ie 2.50 : 2.53 2.68 

1929 eo wee hc ae 2.64 

1930 2.19 2 as00 

RM as AL C256 Pe tis PETS, ve: eee 

1932 1,13 1.40 1.28 

1933 has Loe 1.26 

1934. pe oF 18. 50 1.48 1.44 

1935: Ria! lS 65 1.58 1.60 

1936 i eked 1.90 1,95 


——$—$—$$ 


United States 


Dollars 


i OL 
1.55 
Lee 
1.64 
slay) 
Lee. 
Le?S 
2040 
3,04 
3.33 
3.04 
2-085 
Pag 
2.00 
Saw 
2.09 
2-41 
eo 
2200 
£000 
Orme 
nea 68. 
1.28 
oe 
1.55 
1.72 
Lo 


Compiled from reports of the Bureau of Agricultural Economics, 


' Division of Crop and Livestock Estimates 
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Compiled from reports of the Bureau of Agricultural Economics, Division of Dairy and Poultry Froducts. 
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